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OFFERINGS IN ECONOMICS IN 1925-26 


At a conference on the teaching of economics held at the 
University of Chicago in 1911 a committee made a report on 
“The Teaching of Economics in the United States’”* as of 1910- 
11. One of the sections of that report dealt with the amount of 
instruction in economics in the country, the distribution of this 
instruction among various subjects, and its distribution in terri- 
torial or geographical areas. This present paper portrays these 
same particulars as of 1925—26—fifteen years having gone by. 
In addition it examines the offerings in economics in varying 
types of institutions. 

The data were gathered from the official catalogues of our 
colleges and universities, 392 institutions being represented in 
the 1910—11 tabulations and 571 in those for 1925—26. Table I, 
Distribution of Work in Economics by States, Geographical Di- 
visions, and Subjects, 1910-11, and Table II, Distribution of 
Work in Economics by States, Geographical Divisions, and Sub- 
jects, 1925-26, present the total figures. 

In computing the hours of instruction offered in any given 
field it was necessary to resort to arbitrary standards. If a course 
was announced with a varying number of hours of instruction 
(for example, “Monday, Wednesday, and, at the option of the in- 
structor, Friday”) the maximum number was counted. Courses 


* This report is available in the Journal of Political Economy XIX, 760-89. 
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TABLE II 
DISTRIBUTION OF WoRK IN Economics By STATES, GEOGRAPHICAL Divisions, 
AND SUBJECTS, 1925-26 
(Figures obtained by multiplying hours per week by number of weeks in a course) 








cluding History of 
Economic Thought 
tions, including 


Tariffs 


Credit 
Personnel Adminis- 


Elementary Course 
Advanced Theory, in- 
Economic History 
Money, Banking, 
Business Finance 
Social Reform 

Social Control 
Government Finance 
International Rela- 


Problems 





NortH ATLANTIC 
IV.— 

Maine 270 216 162 

N. Hampshire 216 198 210 
2 162 108 54 
Massac’setts. . 1,203 998] 1,332 
Rhode Island. 270 108 108 
Connecticut... 04 486 54 45° 
New York.... 1,620] 2,880] 2,430] 1,620 
New Jersey... 4 146 324 216 270 
Pennsylvania..| : 1,278] 1,044] 2,664] 1,242 








7,845) 6,992] 5,448 
Sout ATLANTIC 
Div.— 
Delaware 108 
Maryland....| 1,134 378 
D. Columbia. . 654 3 621 
Virginia ......| 2,018 45° 
W. Virginia... 504 162 198 
N. Carolina...| 1,560 324 492 
S. Carolina 1,200 54 108 
Georgia 1,401 432 930 
Florida 414 270 198 








Total. .....] 9,173 2,671 3,483 
NortH CENTRAL 
Dr 


Vv.— 
3,676 52| 1,298 1,686 
diar 1,788 744, 756] 18 
Illinois....... 2,724 1,674] 2,322] 1,782 
Michigan ....] 1,422 468 990 930 
Wisconsin. ...} 1,164 450 876 570 
Minnesota ...| 1,044 9054 522 720 
2,484 1,860] 1,428) 1,362 
Missouri 1,464 612 864 612 
N. Dakota... . 276 234 204 210 
S. Dakota.... 798 288 366 258 
Nebraska 1,176 588 672 522 
Kansas.......| 1,476 3 1,080 990} 630 





Total 19,492 5,750|10, 250/12,494/10, 200 
Soom CENTRAL 
Kentucky... . 726 144 330 330 270 
Tennessee. ...| 2,004 108 576 432 
Alabama. .... 960 54 396 4 366 
Mississippi. .. . 504 108 108 
Louisiana 792 144 378 
2,034 sé 5 864 
Oklahoma... . 480 5 426 
Arkansas 582 72 
8,082 31k c 2,916 
Western Div.— 
Montana 1096 5 132 138 
Wyoming 72 ero 36 216 
Colorado. ... 438 630 360 
New Mexico. . 216 198 108 
108 54 108 
534 378} 432 
108 54 54 
] 432 162 108 
Washington... 792 402 744 
Oregon. . 882 3 276 288 
California... .} 1,266 828 648 666 








$044 7 3,150} 3,204) 2,352 























-|5T,405 16, 523]23,054|31,892/26,795|21 846) 5,436 





























TABLE IIl—Continued 








a 
Norta ATLANTIC 
Div.— 


Maine....... 
N. Hampshire. 
Vermont 

Massac’setts. . 
Rhode Island. 
Connecticut.. . 
New York.... 
New Jersey. . . 
Pennsylvania . 


Total... 
Sourh ATLANTIC 
Div.— 
Delaware. . . 
Maryland 
D. Columbia 
Virginia. . 
W. Virginia 
N. Carolina. . 
S. Carolina. . . 


Florida....... 


North CENTRAL 
Div.— 

Ohio 
Indiana 
Illinois....... 
Michigan..... 
Wisconsin . . . 
Minnesota 
owe 
Missouri... .. 
N. Dakota 
S. Dakota. ... 
Nebraska.... . 
Kansas 


Total... 
Sourh CENTRAL 
Dv.— 
Kentucky... . 
Tennessee. . . 
Alabama. .... 
Mississippi. 
Louisiana... . 
est ous 
Oklahoma... . 
Arkansas... .. 
Total. .... 
Western Div.— 
Montana..... 
Wyoming 
Colorado... . 


California. . .. 
Total. ..... 


Grand Total. . 


Risk, including In- 
surance 


Marketing 
Foreign Trade 


Statistics 


Accounting 


Transportation 


Production 


tion 


Business Organiza- 


Business Law 


Economics of Agri- 
culture 


sources 


Geography and Re- 


Miscellaneous 


Grand Total 





126 
144 
108 
1,506 
144 
234 
1,917 
216 
1,008 


360 
756 
216 
1,950 
378 
378 
7:°74 
378 
4,904 





1,830 


828 
756 
846 
$04 
402 
252 
654 
162 
108 

36 
354 
342 


51244 


108 
204 
144 
108 
108 


1,422 
432 


$403 


16,304 


108 
1,242 
1,278 
2,472 

648 
1,634 

792 
35306 
1,358 


162 
762 
606 
198 
237 
Im4 
498 

54 


162 
108 
108 
1,083 
108 
234 
1,584 
162 
1,248 


4,797 


216 
72 

54 
108 
54 
2,226 


go 
2,562 


2,016 








5,991 


108 
360 
540 
75° 
182 
372 
252 
774 
gI2 


108 


7,940 


123,901 


702 
8,390 
10, 260 
14,782 
4,304 


5,136 








5,369 


35334 
1,644 
3,456 
1,244 
1,062 
594 
1,530 
810 
162 
306 
1,314 
918 


16,374 


216 
936 
540 
324 
576 
1,518 
552 
84 


2,244 


816 
270 
1,152 
432 
390 
342 
702 


12,838 


5,260 
2,550 
5,906 
2,814 
1,620 
1,728 
3,558 
1,854 

846 
1,104 
2,082 
2,358 


2,739 


1,524 
720 
1,800 
504 
690 
396 
864 
378 
108 
222 
126 
414 


4,259 


1,890 
T,104 
2,022 
606 
480 
432 
1,560 
684 
386 
474 
558 
1,116 


2,367 


1,080 
612 
1,584 
510 
408 
414 


636 
1,908 
558 
75° 
108 
720 
144 
108 
180 
408 
45° 


73,409 


33,952 
16,008 
37,262 
15,572 
13 ,008 
10,550 
22,782 
11,358 
3,602 
5,466 
9,084 
13,806 











31, 680 


760 
1,200 
2,154 

576 
1,608 
4,092 
1,404 

108 


7,746 


234 


126 
36 


II, 312 


252 


8,472 


108 
330 


193,140 


4,708 
10,122 
7,986 
3,420 
7332 
20,244 
6,396 
1,588 





4,746 


246 
108 
854 
54 
270 
1,212 
162 
198 
1,284 
672 
990 


11,992 


588 
744 
1,722 
432 
432 
2,592 
108 
738 
2,666 
1,032 
2,158 


2,502 


126 

72 
378 
108 
108 
456 
144 
270 
768 
582 
756 


312 





61,796 


2,446 
2,136 
8,684 
1,906 
2,016 
8,148 
1,152 
3,078 
15,912 
7,21 
16,168 











6,050] 2,154 


2,010 


13,212 


3,768 


1,352 


68 ,862 








- 1145375 





41,047|13,969 








15,645 


86,116 








19,965 








21,093 


28,732 








8,876 





16,739 





30,616 





521,198 
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repeated in the same year and courses given in duplicate sections 
were counted but once, i.e., as single courses. A year is assumed 
to mean 36 weeks; a semester, 18 weeks; a term or quarter, 12 
weeks. 

An element of untrustworthiness comes into the data from 
the fact that interpretation of the catalogue announcements was 
frequently necessary. In the first place it was sometimes difficult 
to determine what courses are courses in economics. In general, 
courses predominantly legal or technical were excluded, and 
courses in the economic side of resources, agriculture, etc., were 
included. Statistics was included, even if offered by the depart- 
ment of mathematics. Commerce courses were included; but the 
elementary forms, such as stenography, bookkeeping, etc., were 
excluded. Geography courses which seemed clearly economic in 
character were included, especially if they were referred to by 
the economics department. In the second place, difficulties arose 
in determining what courses were really offered. Some institu- 
tions announce only the work actually offered in the given year; 
others announce the work to be offered through a series of years, 
being careful to designate the omissions of any given year; others 
announce courses through a series of years without indicating 
what courses are to be given in alternation; a few announce a 
range of courses which they have no reasonable prospect of ever 
giving. In making the tabulations, these difficulties were kept in 
mind and an effort was made to portray, not the actual offerings 
of the year 1910-11 or of the year 1925-26, but the amount of 
economics which was available for students. It is quite certain 
that any error which exists is on the side of conservatism. This 
is true both because of the method followed in interpreting the 
catalogues and because the total available in economics is con- 
siderably larger than the quantity presented by the colleges and 
universities which are represented in the tabulations, for corpo- 
ration schools, evening schools, junior colleges, and most techni- 
cal schools do not appear in the table of total offerings. Finally, 
there is the element of untrustworthiness due to interpretation 
of catalogue statements in allocating courses to the various fields. 
For example, it was not always easy to determine whether a giv- 
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en course was in the field of “labor” or in that of “personnel ad- 
ministration.” 

Table III, Comparison of Offerings by Geographical Divi- 
sions, 1910-11 and 1925-26, serves as a convenient summary of 
the situation in terms of territories. In 1910-11 the ranking of 
the geographical divisions was as follows, the figures in paren- 
theses showing the percentage which the specified division of- 
fered of the total number of hours offered in the country: North- 
Central (41.7), North Atlantic (29.5), Western (12.6), South At- 
lantic (9.0), South-Central (7.2). By 1925-26 the South Atlan- 


TABLE III 
COMPARISON OF OFFERINGS BY GEOGRAPHICAL DIVISIONS, 1910-11 AND 1925-26 








PERCENTAGE OF 
1925-26 | Totat Orrer- 
Hours OFFERED OURS INGS IN Each 

Divmep | GEOGRAPHICAL 

BY DIvIsIoN 

IQIO-11 
Hours 
IgIo-I1 1925-26 IQIO-II |1925-26 |1910-11 | 1925-26 


PERCENTAGE OF 
ELEMENTARY 
Economics TO 


GEOGRAPHICAL DIvIsION TOTAL 











North Atlantic division} 33,338] 123,991 , 29. 23.8 | 23.0] 9. 
South Atlantic division] 10,203] 73,400 ; 9. 54.3 | 40.31 £3. 
North-Central division| 47,133] 193,140 ? 4I. 37.2% | 29.2 | If. 
South-Central division} 8,171] 61,796 : 7. 11.8 | 45.5 | 15. 
Western division 14,182] 68,862 ‘ ts. 539.2 |-23.2 |) &. 





113,027] 521,198 100.0 |100.0 | 29.5 | II. 


























tic division (14.1) had passed the Western division (13.2), and 
this latter division was fairly closely pressed by the South-Cen- 
tral division (11.8). In other words, measured in relative terms, 
the striking development in the fifteen-year period occurred in 
the southern section of the country. This, however, should not 
cause one to overlook the fact that, measured in absolute terms, 
the North-Central division registered an increase of about 146,- 
ooo hours, and the North Atlantic division an increase of about 
90,000 hours. These are striking increases in view of the fact 
that the total for the country in 1910-11 was 113,027 hours. 
Table III also indicates the to-be-expected fact that the 
great increase in total hours in economics has been accompanied 
by a decline in the relative importance of the elementary courses 
in principles and problems. These courses absorbed 29.5 per 
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cent of the total hours in 1910-11, but only 11.5 per cent in 
1925-26. In this connection it is interesting to notice (compare 
tables I, II, IV) that the course in problems, while having in 
1925-26 1.4 times as many hours as in 1910-11, is not hold- 
ing its own as a separate course in comparison with most other 
courses. 

An interesting view of fifteen years of development in indi- 
vidual subjects is found in Table IV, Comparison of Offerings by 
Subjects, 1910-11 and 1925-26. The total hours in 1925-26 
were 4.6 times the total hours for 1910-11.” The subjects which 
fell considerably below this average rate of increase are social 
reform (1.1), elementary problems (1.4), elementary course 
(1.9), government finance, including financial history (1.9), ad- 
vanced theory (2.3), international relations, including tariffs 
(2.7), and economic history (2.8). This comparison is reason- 
ably trustworthy—least so, probably, in the case of social re- 
form. Setting up a new title, social control, in 1925-26 may 
have resulted in an interpretation of catalogue statements which 
worked to the prejudice of the title, social reform. However, if 
the entire social control figures were credited to social reform, 
the increase in the fifteen years would be only two fold. 

The following subjects maintained the average rate of in- 
crease, or slightly less: labor (4.6), geography and resources 
(4.0), money, banking, credit (3.9), transportation (3.6). This 
comparison is perhaps slightly unfair to money, banking, and 
credit in that a new title in 1925-26, business finance, may have 
worked to the prejudice of the field of financial organization. 
The comparison may or may not be trustworthy in the case of 
geography and resources. So many courses in geography were 
developed during the fifteen-year period in formal departments 
of geography that it was frequently difficult to decide whether a 
given course should be called economics or geography. 

The striking increases were in statistics (8.5), economics of 
agriculture (11.1), “business courses” (12.9), and accounting 
(15.1). This statement may be unduly favorable to statistics 


* The number of institutions represented in the tables increased from 392 to 
571, or 1.5 fold. 
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and to the economics of agriculture in that offerings in these fields 
were perhaps more fully tabulated for 1925-26 than for 1910- 
11. No such safeguarding statement is necessary, however, in 
the case of accounting and other business courses. The prolifer- 
ation of courses in the business field has been vast—almost ghast- 


TABLE IV 


COMPARISON OF OFFERINGS BY SUBJECTS, I910-II AND 1925-26 








Hours Offered | Hours Offered | '925-26 Hours 
Igto-1I 1925-26 Divided by 


Subject 
1910-11 Hours 





Elementary course 27,202 51,405 
Elementary problems 6,182 8,410 
Elements and problems combined 33,384 59,815 
Advanced theory, including history of 

economic thought 16,523 
Social reform 3,648 
Social control 2,820 


Trusts, corporation finance, etc 
Economic history 


Transportation 

International relations, including tariffs 

Government finance, including financial 
history 

Statistics 

Accounting 

Business courses 160, 245 
Business Finance (26,795) 
Personnel Administration ( 5,436) 
Risk and Insurance (14,375) 
Marketing (41,947) 
Foreign Trade (13,969) 
Production ( 7,896) 
Business Organization (21,093) 
Business Law (28,732) 














113,027 521,198 





ly. Even foreign trade had in 1925-26 more hours than all “va- 
rious business courses” had in 1910-11, and the quantity of 
hours in marketing, business law, business finance, and business 
organization is staggering. These four subjects were credited 
with more hours in 1925-26 than all economic and business sub- 
jects had in 1910-11. Accounting alone had in 1925-26 nearly .8 
as many hours as all economics and business subjects had in 
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1910-11. It must not be supposed that this enormous develop- 
ment in business instruction has been confined to the many col- 
leges which have established formal schools or curricula of busi- 
ness. As will appear later, even the smallest college with only a 
few offerings in “economics” tends to travel the same path. 

Comparison is not attempted in the case of “trusts” (Table 
II) and “trusts, corporations finance, etc.” (Table I), since many 
of the corporation-finance hours of 1910-11 have clearly been 
transferred to the business-finance hours of 1925-26. 

The committee which reported on the presentation of eco- 
nomics in 1910—11 inquired at considerable length, using a ques- 
tionnaire in the process, into the presentation of the elementary 
course in the principles of economics. The following statement 
was made by the committee concerning prerequisites for admis- 
sion to the course: 


[There is] the question of courses advised or required for admission to 
the course in the principles. Beyond question, an “advised” course signifies 
little, so far as the organization of the work in the principles is concerned, 
since in actual practice the latter work would need to be adjusted to those 
who saw fit to disregard the advice. For those students who are drawn to 
the suggestion there is doubtless some individual gain. Certain it is that 
nearly roo institutions® reported that such an admission course is “advised.” 
The most popular subject for this purpose is history, with a very wide range 
of choice with reference to the particular brand, whether “economic,” “in- 
dustrial,” “modern,” “European,” “American,” “English,” or some other 
variety. Commercial geography, resources, and civics are also advised, and 
even psychology, biology, and mathematics are cited. One is forced to the 
conclusion that there is little or no real plan in all this. It seems to be main- 
ly a gentle manifestation of reaction against unguided freedom in election of 
studies. 

When a course is positively required for admission to the principles, the 
matter becomes more serious; and about fifty institutions report this to be 
the case, history again being the subject generally selected, though there are 
a few cases where the prerequisite is a course in descriptive economics. Of 
course, since students are characteristically not admitted to the principles 
until their second year or later, and since the work of the first year in col- 


* This was roo out of 278 which turned in a reply to a questionnaire. In 
1910-11, 392 institutions were found which were offering work in economics. 
About 25 per cent of these institutions, then, were known to advise an admission 
course. Undoubtedly the number actually doing so was considerably larger. 
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lege is characteristically required work, it follows that in most colleges there 
are “prerequisites” of a sort. Indeed, there is reason to believe that some of 
the fifty previously mentioned referred to this kind of a “prerequisite.” 


No thorough analysis was made of the presentation of the 
elementary course in the principles as of 1925-26. The general 
impression secured from a reading of the catalogues is that it is 
still typically a Sophomore course, but that there is an increasing 
tendency to offer it in the Freshman year. This tendency seems 
frequently to have gone hand in hand with modifications in the 
content of the course, these modifications being in the direction 
of emphasizing both business relationships and social (especial- 
ly economic) organization; the term “industrial society” now 
appears frequently in the descriptions of the course. In the case 
of those institutions in which the course is a Sophomore course, 
the advised or required preliminary courses seem much the same 
as those of 1910-11, except that not a few institutions are now 
offering required Freshmen survey or “gateway” courses in the 
social sciences. As for the numbers of students annually taking 
the course in the principles, the committee in 1910-11 made a 
conservative calculation of 18,400. For 1925-26, 35,000 is prob- 
ably a conservative estimate; 50,000 may be nearer the mark. 

It has seemed worth while to carry the tabulations for 192 5— 
26 farther than those for 1910-11 in order to secure a somewhat 
more detailed picture of the offerings in different types of colleges 
and universities. Accordingly, in the pages which follow there 
are detailed tabulations of the offerings in (1) colleges for men 
and coeducational colleges, (2) colleges for women, (3) colleges 
for Negroes, and (4) junior colleges. Perhaps it should again be 
indicated that data for the first three groups appear in Tables I 
and II, but data for the junior-college group do not thus appear. 

In the cases of the junior colleges, the colleges for women, 
and the colleges for Negroes, an attempt was made to secure data 
from every college. Such omissions as occur are either due to the 
absence of the name of the college from the usual educational di- 
rectories, or to inability to secure catalogues from some of the 
colleges thus listed. 

In the case of colleges for men and coeducational colleges, 
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the large number of institutions led to the use of a sampling meth- 
od; and the wide variations in the extent of offerings led to mak- 
ing four groups of such colleges. The first greup is made up of 
representatives of the colleges in whose catalogues from 3-7 (in- 
clusive) different courses in economics were announced. The sec- 
ond group deals with colleges which announced 8—12 (inclusive) 
courses; the third with those offering 13-16 (inclusive) courses; 
and the fourth with those offering 17 or more courses. The names 
of all the colleges which belonged in each group were first assem- 
bled under the geographical divisions North Atlantic, North- 
Central, South Atlantic and South-Central, and Western. Then 
within each geographical division a random sampling proceeded 
until a reasonable number of representatives had been secured. 
In the case of the group offering 17 or more courses, the mem- 
bers of the Association of Collegiate Schools of Business were ex- 
cluded, since a tabulation of their offerings is available in the 
University Journal of Business, April, 1927. In consequence of 
the method used, geographical distribution is secured, and the 
list within each geographical division is a chance list containing 
the weak and the strong, the small and the large, the rich and the 
poor, the washed and the unwashed. 

An examination of Table V, Offerings of Certain Institutions 
Announcing 3-7 (Inclusive) Courses, shows that of the fifty-five 
institutions mentioned, all but one offer an elementary course, 
108 hours, or three times per week for a year, being the typical 
arrangement. Next in frequency come money and banking (of- 
fered by 38) and labor (by 36). After a considerable gap come 
economic history (by 20), business organization (by 20), busi- 
ness law (by 20), and accounting (by 18). Another consider- 
able drop, and there appear business finance (by 12), transpor- 
tation (by 11), government finance (by 10), and marketing (by 
10). There are but scattering offerings in all other subjects, no 
one appearing more than five times in the list, with the exception 
of statistics. Statistics appears 7 times, but in four of these cases 
it is offered by the mathematics department. Except for account- 
ing (and to a smaller extent economic history and business law), 
which is apparently regarded as worthy of more emphasis, the 
typical offerings are 54 hours, or 3 hours for a semester. 
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If the samples found in Table V are typical of the situation 
in colleges offering a small number of courses in economics (and 
no reason is known to the writer why they should not be regarded 
as typical) , these small colleges see in money and banking and in 
labor the fields of instruction in which advanced work should 
most frequently be given. Next to these fields and to economic 
history, business subjects are receiving most attention. It is a 
little surprising that social reform and social control are so light- 
ly represented; as it is surprising that these colleges have chosen 
to give a small number of hours in various scattering orthodox 
fields offered by the large graduate institutions, rather than to 
rearrange and regroup the content of economics to meet their 
needs. If the scattered unstandardized situation is due to the 
fact that the various instructors are teaching their specialties in 
connection with their own creative research work, the situation 
has an admirable feature. There is, however, grave reason to 
doubt the correctness of this explanation. 

There are fifty-six institutions represented in Table VI, Of- 
ferings of Certain Institutions Announcing 8-12 (Inclusive) 
Courses. All of them offer an elementary course—typically one 
of 108 hours—and all but three offer work in money and bank- 
ing, a surprisingly large number in view of the fact that thirty- 
four offer business finance. Forty-three offer work in labor. Then 
come, in order of frequency, government finance (38) and a 
group of business subjects: accounting (39), business organiza- 
tion (36), business finance (34), business law (33), and market- 
ing (33). There are merely scattering offerings in all other fields 
aside from transportation (27), economic history (25), geog- 
raphy and resources (21), statistics (20, the mathematics de- 
partment accounting for 6), advanced theory (14), and foreign 
trade (12). 

As compared with the institutions offering 3—7 courses, those 
in the group now under discussion, as is to be expected, offer a 
larger absolute number of year courses, these year courses being 
especially frequent in such fields as economic history, money 
and banking, business finance, marketing, accounting, business 
organization, and business law. On the other hand, labor and 
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government finance, although offered by a large proportion of 
the institutions, are typically semester courses. 

The tendency toward business subjects is reflected not only 
in the list of courses offered but also in the hours of instruction 
available. Year courses are frequently offered in business sub- 
jects; and in eight cases the hours offered run over 300, including 
three cases of 612, 486, and 468, respectively, in accounting. 

Table VII, Offerings of Certain Institutions Announcing 13- 
16 (Inclusive) Courses, contains thirty-eight institutions, each 
of which offers an elementary course and one in money and bank- 
ing, while thirty-seven offer accounting. Eighty-one per cent or 
more (the absolute numbers are given in the following paren- 
theses) offer marketing (35), business finance (34), government 
finance (31), transportation (31), and business organization 
(31). Next in order come labor (28), statistics (27, of which 4 
represent offerings by the mathematics department), business 
law (27), risk (23), economic history (22), geography and re- 
sources (19), advanced theory (17), foreign trade (14), pro- 
duction (11), and trusts (11). All other subjects are offered in 
but a scattering way. 

The institutions in this group display no very marked differ- 
ences from those in the group offering 8—12 courses. The ele- 
mentary course typically calls for 108 hours; year courses are 
numerous in the same fields in which they were numerous in the 
preceding group; government finance and labor are frequently 
offered, and again typically in semester courses. There is, how- 
ever, a greater emphasis placed upon risk, advanced theory, 
trusts, statistics, production, and geography and resources. 

The tendency toward business subjects is unmistakable. 
Year courses are frequently offered in these subjects; and in 
seven cases the hours offered run above 300, including one of 540 
in accounting. It is worthy of passing notice that work in pro- 
duction is offered eleven times, foreign trade fourteen times, per- 
sonnel administration five times, to mention only the more light- 
ly offered business courses; whereas work in social reform scores 
only eight times, trusts eleven times, and social control three 
times. 
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Table VIII, Offerings of Certain Institutions Announcing 
Seventeen or More Courses, is an emasculated table in that its 
list of twenty-nine institutions includes neither representatives 
of the larger and better-known graduate institutions, nor repre- 
sentatives of the institutions which are members of the American 
Association of Collegiate Schools of Business. 

The richer offerings of this group of institutions are reflected 
in the fact that more than 80 per cent of them offer work (quite 
frequently for 108 or more hours except in the cases of labor, for- 
eign trade, geography and resources, transportation, and govern- 
ment finance) in fourteen fields, the absolute numbers offering 
each course being stated in the following parentheses: elemen- 
tary course (29), money and banking (29), marketing (29), ac- 
counting (29), transportation (29), business finance (28), labor 
(28), government finance (27), risk (26), geography and re- 
sources (26), business law (26), economic history (25), busi- 
ness organization (25), foreign trade (24); while statistics (23) 
and advanced theory (22) almost break into the group. This 
leaves only nine fields to be accounted for, and of the nine fields, 
six are offered in from ten to eighteen institutions. 

Notwithstanding the omission from the table of many 
schools of business, the tendency toward business subjects is 
clear. A large number of such courses is given, and in many 
cases the total hours offered run to high figures; for example, in 
marketing and foreign trade eight institutions offer more than 
300 hours, the highest offering being 540; in accounting seven- 
teen institutions offer more than 300 hours, the highest offering 
being 810. 

Table IX, Total Offerings by Colleges for Women, presents 
the data from fifty-eight colleges which give (as of 1925-26) 
more instruction in economics than is contained in the elemen- 
tary course. In addition to these, ten colleges for women‘ offer 
only the elementary course, the figures in the parentheses indi- 
cating the number of hours given to the subject: Irving Female 
College, Pennsylvania (54); Coker College, South Carolina 


“Eight women’s colleges were found which announce no work in economics. 
There were fourteen from which catalogues were not obtained. 
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(54); Maryland College for Women (108); Meredith College, 
North Carolina (108); Shorter College, Georgia (90); Oxford 
College, Ohio (108); Athens Female College, Alabama (108); 
Central College, Arkansas (54); Judson College, Alabama 
(108); Women’s College of Alabama (108). 

Every college listed in Table IX offers a course in elemen- 
tary economics, the typical offering being three hours a week for 
a year, or 108 hours. Next in frequency come economic history, 
offered by thirty-seven institutions, and labor, offered by thirty- 
six. Then comes a marked drop to statistics, offered by twenty- 
six (in 10 cases by the mathematics department), and money 
and banking, by twenty-three. Another marked drop, and gov- 
ernment finance, accounting, and business law are each offered 
by seventeen; geography and resources, by sixteen; business or- 
ganization, by fourteen; advanced theory, by thirteen; business 
finance, by nine; social reform, by eight; teaching, by seven; 
trusts, by six; social control, by five; marketing, by five. Merely 
scattering offerings in personnel administration, international 
relations, risk, foreign trade, transportation, and economics of 
agriculture complete the list. 

As compared with the offerings available in colleges for men 
and in colleges for Negroes, the colleges for women emphasize 
economic history and place less stress upon business subjects. 
Labor and finance have a strong representation; as have also ad- 
vanced theory, government finance, and statistics—the strength 
of these last three being due largely to the emphasis placed upon 
them in the colleges of the North Atlantic division. 

With few exceptions worthy of note, the colleges for women 
seem to have followed the orthodox classification of subject mat- 
ter and to have used the orthodox materials. There has been 
relatively little re-thinking and rearrangement of economics to 
serve any possible special needs of women. 

Table X, Total Offerings by Colleges for Negroes, presents 
the data for twenty such colleges which offer work in economics 
beyond the elementary course. The following seven institutions 
offer only the elementary course, the number of hours being in- 
dicated in the parentheses: Morgan College, Maryland (72); 
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Knoxville College, Tennessee (120); Lane College, Tennessee 
(54); Swift Memorial College, Tennessee (54); Walden Col- 
lege, Tennessee (72); Selma University, Alabama (54); Tuske- 
gee Institute, Alabama (108).° 

A glance at the table shows that the elementary course is 
given in every institution. Next in order of frequency came 
labor and money and banking, these two being given in over half 
of the institutions. From 40 per cent to 20 per cent of these col- 
leges offer, in order of frequency, business organization, account- 
ing, economic history, business law, marketing, business finance, 
risk, economics of agriculture, and geography and resources— 
business subjects being prominent in the list. There are but 
scattering offerings by one or two institutions in these fields: ad- 
vanced theory, social control, trusts, government finance, foreign 
trade, statistics, and transportation. 

It is clear that these colleges are moving along the usual 
lines. The same old pigeonholes are used for ticketing economic 
material; and scattered piecemeal offerings of the material thus 
ticketed have not yielded to comprehensive offerings involving 
re-thinking and rearrangement of material. The emphasis upon 
business subjects is probably partly an aspect of a country-wide 
movement and partly a reflection of the enlarging business ac- 
tivities of the Negro. As regards both “economics” and “busi- 
ness” courses, an examination of the course announcements and 
of the texts used indicates that the presentation of material is of 
an orthodox character; little has been done in the way of adjust- 
ing the subject matter to the backgrounds and future needs of 
the student. 

As a means of making a rough comparison of the frequency 
of offerings of individual courses in the various types of institu- 
tions in the preceding pages, Table XI, Symbols Indicating Fre- 
quency of Offerings, has been prepared. The Arabic numeral 1 
means that the indicated course is given by 80 per cent or more 
of the institutions in the group. The numeral 2 means an offering 
by 60-79 (inclusive) per cent of the institutions in the group; 


* Five institutions were found which announce no economics courses in their 
catalogues. 
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3, an offering by 40-59 per cent, inclusive; 4 an offering by 20- 
39 per cent, inclusive; and 5, an offering by 19 per cent or below. 
The courses are arranged from the top to the bottom of Table XI 
in their apparent order of preference, all types of institutions 
being considered. Elementary economics is, of course, given in 


TABLE XI 


SyMBots INDICATING FREQUENCY OF OFFERINGS 








COLLEGES FOR MEN AND COEDUCATIONAL 
COLLEGES 
Cox- 
f LEGES 
Offerin; FOR 
17 an NEGROES 
More 
Courses 





Offering | Offering | Offering 
3-7 8-12 13-16 
Courses | Courses | Courses 





Elementary economics and 


Money and banking 
Business organization 
Accounting 

Business finance 
Economic history 
Business law 
Government finance 
Transportation 
Marketing 
Geography and resources 
Statistics 

Risk 

Advanced theory 
Foreign trade 
Production 


APawhtaunthb OULD D WD 
AAP ahhanh PP PWW WD HH 


AAAAAnaAaanananankhabhP PRP DDH 
Anh PnP HWW HNWW DDD HD HY 


Economics of agriculture 
Teaching 
Real estate 


AankrakhantPRWD DW HHH DW HH HH DO 




















PHP PWHPWW HDHD HD HH HH HOR OR OR Oe Oe Oe Oe 





almost every institution. Of the next ten in order of frequency 
(labor, money and banking, business organization, accounting, 
business finance, economic history, business law, government 
finance, transportation, marketing), five are distinctly business 
subjects. And it must be remembered that the selection of the 
institutions offering seventeen or more courses was made in such 
a way as to give an under-representation to institutions with 
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large offerings in business courses. The order of preference does 
not vary greatly from one type of institution to another—at least 
not as this order is determined by the method used in Table XI. 

One type of institution that seems likely to have considerable 
influence upon the presentation of economics in the future ap- 
pears in neither Table I nor Table II—the junior college. At 
the time the accompanying data concerning junior colleges were 
being secured there were perhaps 250 of them in the country, 
there being representatives in all but ten or a dozen states, al- 
though the movement for establishing junior colleges has thus 
far been primarily a Middle West, a Southwest, and a California 
movement. The annual attendance in these institutions was per- 
haps 25,000. 

A few years ago a careful study® was made of this movement. 
This study establishes beyond reasonable doubt that the junior 
college is now and will continue to be a significant element in our 
educational system; it may, indeed, contribute largely to a con- 
siderable reconstruction of general or secondary education. It 
may reasonably be expected to provide two years of college work 
that will be credited by higher institutions; to furnish a satisfac- 
tory quantity and quality of preprofessional work—including 
precommerce work; to have as adequate an instructional staff 
as is in practice available for the work of the first two years of 
the four-year colleges. 

It proved possible to find the names and addresses of 206 
junior colleges. Catalogues could not be obtained from seventy- 
six’ of these, twenty-one being public junior colleges, fifty-two 
being private junior colleges, and three being junior colleges in 
state institutions. Table XII, Offerings in Economics of 130 
Junior Colleges, indicates the general character of the data se- 
cured from the 130 institutions, the catalogues of which became 

*L. V. Koos, The Junior College (University of Minnesota, 1924). The gen- 


eral statements of this article concerning the junior-college movement were 
gleaned from this excellent educational survey. 


"The large percentage of institutions from which no catalogues were ob- 
tained is largely to be explained by the fact that the announcements of courses of 
these institutions are frequently made in an informal manner. 
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available. No reasons are known to the writer why these data 
are not typical. 

The case of the junior colleges offering only the elementary 
course may be dismissed with two statements: the first being 
that the course is apparently not different in content from the 
corresponding course offered in the four-year colleges, and the 
second being that the typical number of hours given to the sub- 
ject is 108, the range being from 54 to 144. 

Table XIII, Total Offerings in Fourteen Junior Colleges in 
State Institutions;* Table XIV, Total Offerings in Sixteen 


TABLE XII 


OFFERINGS IN ECONOMICS OF 130 JUNIOR COLLEGES 








Junior | Public Private 
Colleges in d unior Junior 


State Insti- ¢ 
toftens olleges | Colleges 





Offering no work in economics ° ° 34 34 
Offering only the elementary course 7 8 24 39 
Offering more than the elementary course. . 14 16 27 57 

















21 24 85 130 





Public Junior Colleges;* and Table XV, Total Offerings in 
Twenty-seven Private Junior Colleges*® present the data* se- 
cured from junior colleges which offer work beyond the elemen- 
‘tary course. Almost every junior college offers a course in 
elementary economics, and in several cases the course is supple- 
mented by a course in problems. Three hours a week for a year 
is the typical offering of the elementary course. 

The private junior colleges tend to emphasize what may be 
called the orthodox fields of economics somewhat more than do 
the other two types of junior colleges. For example, social re- 
form, trusts, and transportation appear in their table, but not in 


* Most of these are in connection with normal schools and teachers colleges. 

* Most of these are maintained by city, high-school, or junior-college dis- 
tricts. 

* Most of these are under the auspices of some religious group. 


“ Effort was made to secure accurate data. Provisional tables were pre- 
pared and sent to the institutions concerned for checking. 
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the other two. Then, too, the private junior colleges put relative- 
ly less emphasis upon business organization, business law, and 
accounting. Upon the whole, the private junior college seems 
more than the other two types to be under an earlier liberal-arts 
tradition in the matter of its offerings in economics. The expres- 
sion “earlier liberal-arts tradition” is used because, as has been 
abundantly shown, the four-year colleges are now swinging over 
to heavy offerings of business subjects. 

Although the junior colleges in state institutions and the 
public junior colleges offer such subjects as economic history or 
money and banking, the heavy offerings in fields more advanced 
than the elementary course are in such business subjects as law 
and accounting, accounting always having 108 or more hours 
and in one instance 576 hours. 

Aside from the introduction of business subjects little has as 
yet been done by the junior colleges in the way of adapting the 
arrangement of work in economics to any peculiar needs of their 
constituencies. In general the academic pigeonholes of the four- 
year college are being reproduced in the junior college. This is 
unfortunate, if only because an opportunity for education ex- 
perimentation has been missed. 

The development of the junior college seems likely to ac- 
centuate an issue that has already arisen in the presentation of 
economics. Disregarding the great increase of social-science 
subject matter that has been introduced into elementary and 
secondary school curricula during the last two decades, and espe- 
cially disregarding the great increase of instruction in economics 
in the high schools, the typical four-year college continues to 
admit none below the Sophomore class to the course in the prin- 
ciples of economics. Now this typical four-year college finds in 
its third-year classes not a few persons who received their first 
two years of college work in a junior college and who bring with 
. them not only credit for the elementary course in economics, but 
also credits for advanced work. The situation is especially 
marked in the case of business subjects. Both because of this 
junior-college development and because of other consideration 
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it is a fair guess that the opposition to offering elementary eco- 
nomics to Freshmen will diminish. 


Since the purposes of this survey of offerings in economics 
are, first, the depicting of certain features of a fifteen-year devel- 
opment, and second, making readily available certain details of 
the current situation, extended comment may well be omitted. 
The following general statements are, however, permissible by 
way of summary. 

1. The fifteen-year period under consideration has wit- 
nessed a remarkable increase in the offerings of economics in our 
colleges and universities. Similar data for other scientific fields 
are not available, so that accurate comparisons cannot be made; 
but it is difficult to believe that many fields have equaled the 
record of growth portrayed in the preceding pages. About 180 
institutions added economics to their list of offerings; the 392 in- 
stitutions which offered economics in 1910-11 increased the 
number of hours devoted to the subject; the total offerings in- 
creased 361 per cent; the heavy increase was in advanced work. 
These are the outstanding features of the growth. 

2. Anoteworthy feature of this fifteen-year growth has been 
the increased emphasis upon business subjects. Some 175 col- 
leges and universities established “schools” or “courses of in- 
struction” or “colleges” or “curricula” or some other formally 
announced division in business education. Others emphasized 
business subjects without announcing a formal organization of 
the work. The movement was participated in by the large and 
the small, by the strong and the weak. It is an interesting indica- 
tion of the extent to which the movement has been carried that 
some half-dozen small colleges have initiated work in economics 
by establishing departments of business administration (or 
equivalent title) which have been given charge of the offerings 
in economics. In almost all the smaller colleges, as well as in 
most of the larger universities, the closest administrative and 
intellectual ties have been established between economics and 
business education. It will be surprising if this does not have 
marked effects upon the development of economic science. 
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3. Although the fact has not been clearly reflected in the 
data presented in the foregoing pages, these fifteen years have 
witnessed a great increase of work in economics in secondary 
schools and schools of technology. As straws showing which way 
the wind is blowing, it is noteworthy that engineering education 
has made a formal investigation and report on the place of 
economics in the curriculum; and a committee of the American 
Historical Society has made a report recommending a compre- 
hensive study, not of “history” in the schools, but of “social 
studies” in the schools. There are signs that legal education is 
becoming more interested in the possible contribution of eco- 
nomics—as yet mainly signs and portents, although it is signifi- 
cant that not a little of the elaboration of law courses has been 
along the lines of business and economic problems. 

4. A substantial present difficulty and an ominous future 
situation confronts economics in the matter of instructing staff 
and materials of instruction. The demand for instructors has 
been so great that scores, even hundreds, of men of inadequate 
training have gone out from our graduate institutions to respon- 
sible academic positions. There are today between 2,200 and 
2,500 teachers of economics in our colleges and universities, 
counting only those of the rank of instructor and above; there 
are not that many well-trained instructors. In several branches 
of economics, and especially in the business subjects, the instruc- 
tional materials are correspondingly inadequate. Dearth of well- 
trained instructors and absence of good materials of instruction 
have not always prevented a proliferation of courses. The re- 
sulting situation is, in not a few instances, little short of a scandal. 

5. Little constructive educational planning has taken place 
in the field. The relationship of collegiate economics to second- 
ary education and to various branches of professional education 
has not been thought out, and apparently relatively few col- 
legiate or university teachers of economics are interested in the 
problems involved. Of course, an ostrich-like attitude by the 
present generation of teachers will not prevent these problems 
from plaguing the teaching profession of the future. Some little 
work has been done looking toward a more appropriate organiza- 
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tion of the elementary course. Here and there some constructive 
thinking has been done on the problems of the undergraduate 
curriculum; and one or two institutions have seriously concerned 
themselves over their graduate work. But taking the situation 
by and large, there has been relatively little penetrating experi- 
mentation, little constructive educational work. 

It may turn out that economics has been too prosperous for 


its own good in the last fifteen years. 
L. C. MARSHALL 


' 
UNIVERSITY OF CHICAGO 





INDIAN CURRENCY SINCE THE WORLD WAR 


(1) It is well known that from about 1873, when the fall of 
silver began, there was free coinage of the rupee in India, and 
that the value of the rupee compared with gold fell together 
with silver; consequently exchange on India, which was the 
price of the rupee in gold, fell. It took less gold to buy a rupee 
or more rupees to buy a pound sterling. (2) Then, in 1893, 
when free coinage of rupees was taken away, the rupee became 
a token coin with a value, independent of the value of its silver 
content, maintained by an indirect redemption at 16d. As the 
rupee rose above the value of its bullion content, its relation to 
gold rose, and exchange on India, which followed the price of 
the rupee in gold, also rose to 16d. (3) In the period to the 
World War, apart from the brief interval in 1907-8, when re- 
demption of the rupee was not effective, the rupee remained at 
16d., and bills on India sold at the same rate (within shipping 


points). (4) Then, with the outbreak of the war, a new and 
exceptional chapter opens up in the history of the Indian sys- 
tem connected with the phenomenal perturbations in the value 
of silver bullion. It throws new light on the principles of token 


money. 

The coming of war found India in a strong industrial and 
financial position. The years 1911, 1912, and 1913 had been 
prosperous years, in which there had been a steady demand for 
her raw materials, high prices, and increasing production. The 
cotton crop of 1914 was exceptionally’ good. The monsoon had 


2 COTTON CROPS 
(Ending June 30) 
Bales (400 Lbs.) 
in Thousands 

1904-5 ; - ; ‘ a ; ‘ + 4,023 
1905-6 ‘. 4 P ‘ ; ‘4 ‘ ‘ 4,752 
1906-7 . ‘ , ‘ é ‘ ’ ‘ 5,162 
1907-8 : , ; ‘ ; ‘ ; A 4,402 
1908-9 ‘. 4 ‘ . ‘ ‘i ‘ ° 4,744 
1909-10 ‘ ‘ ° - ° : ‘ ° 5,291 
IQIO-1II F M ; 7 é ; ; ° 4,874 
IQII—12 - ; : ‘ . ° = .. sa 
1912-13 ; ‘ . d . P x 4,519 
1913-14 ‘ ‘ , ; P ‘ ‘ 5,971 
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been right; and the outbreak of war came between seasons, 
when it would do the least damage. On July 31, 1914, the re- 
serves (including securities) in India amounted to £39,725,000, 
of which £20,725,000 were in the Gold Standard Reserve. In 
the middle of July rupee exchange stood at 1538 d.,; but the pros- 
pect of war brought the exchange in Bombay and Calcutta on 
July 31 down to 153}d., the gold export point. The trade in jute, 
one of the largest exports, was likely to be hard hit. In 1913-14, 
of the total of all imports amounting to £128,000,000 Germany 
and Austria had sent £11,300,000; and of total exports of £166,- 
000,000, they had taken £24,300,000. Of course, with war ship- 
ping was scarce, foreign trade fell off, and in 1914 exports de- 
clined 13% per cent, and imports 13 per cent, as against the 
previous year. Stocks of goods accumulated and the Indian 
banks were in trouble. Under these circumstances the financial 
and currency system bore the strain remarkably well. Follow- 
ing the precedent of 1907, the Indian government on August 3, 
1914, issued a notification that the government, with the ap- 
proval of the Secretary of State, would support the exchange 
value of the rupee by all means in its power, and therefore of- 
fered to sell bills on London (“reverse council bills”) weekly 
until further notice up to a maximum of £1,000,000 at 15 #$d. per 
rupee.” This was the mechanism for preventing the rupee from 
going below par (16d.) with gold (while the sale of council bills 
in London on silver in India was the mechanism for preventing 
the rupee from going above par). Here we observe the weak- 
ness of not offering unlimited redemption in gold. In actual fact, 
the offer of £1,000,000 “reverse bills” weekly was at first not 
enough to cover all the bids mads for bills; but by September the 
bids for a month amounted to only £1,515,000, against £4,000,- 
000 offered by the government. Thus there was no reason for 
the lack of courage on the part of the government. In the first 
three months of the war (August—November, 1914) bills and 

* At the same time, following the recommendation of the Chamberlain Royal 
Commission of 1914, provision was made to prevent the absorption by hoarding 
in India of the £12,900,000 gold held by the government, and to keep it for the 


maintenance of exchange and for the demands of the Secretary of State in Lon- 
don. 
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telegraphic transfers on London to the amount of £6,672,000 
were sold and met out of the Gold Standard Reserve; while in 
London the Secretary of State sold council bills on silver in India 
only to the amount of £917,000 at an average rate of 15$4d. (as 
compared with £7,929,000 at over 16d. in the corresponding pe- 
riod of 1913). In this fashion rupee exchange was maintained at 
par. The government supported the banks and loans were made 
available; consequently there was no moratorium. In August, 
1914, the government reserves in rupees amounted to,40 crores, 
as against 30 crores in July. (The lahk is 100,000 rupees, the 
crore is 10,000,000 rupees. ) 

While the immediate effect of the war was a decline in ex- 
ports and a weakness in rupee exchange early in 1915, it soon 
became apparent that there would be a specially strong war de- 
mand for Indian exports, such as jute, tea, hides and skins, 
wool, and indigo, together with a decline in imports. By the 
latter part of 1915 there was an increased demand for silver to 
pay India for her growing exports. Hence, a rise in the price 
for council bills in London, and heavy sales in the early part of 
1916 at a rate of 16,5,d. The situation, therefore, was favorable 
for keeping the rupee at par with gold. 

Although the cotton crop of 1915-16 had been poor, there 
was a boom in Indian industries in 1916. To meet the increased 
demand for rupees, it was clear that any increase in the use of 
currency notes in India would be helpful. On March 21, 1916, 
the Council amended the Indian Paper Currency Act of 1910 
by fixing at £4,000,000 the maximum limit of currency notes to 
be issued against British treasury bills held by the Secretary of 
State. As these bills run only 12 months, they provided a short- 
term, liquid security. In this year there was a retransfer to 
England of the free portion of the Gold Standard Reserve, 
which had accumulated during 1914-15, thus passing from the 
Gold Standard Reserve to the Paper Currency Reserve. The 
sovereign had disappeared from circulation in India, probably 
through hoarding, leaving a vacuum for rupees. The adjust- 
ment to the conditions caused by the war had been accompa- 
nied by the stability of the rupee and by a prosperity wh'ch 
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permitted India in 1916-17 to make a gift to Great Britain of 
£100,000,000 to aid in carrying on the War. The strong de- 
mand for Indian products had raised their prices at the same 
time that influences in England caused a check on exports to 
India. Consequently, the rate on council bills (immediate trans- 
fers) was raised to 17d. In December, 1916, the Indian gov- 
ernment was forced to limit the sales of bills to 80 lakhs a week 
and to ration buyers. This was the beginning of a new experi- 
ence. 

Hitherto, when silver had been declining in value, the great 
question had been to hold back the stream of silver and to keep 
up the value of the rupee at 16d. by some form of redemption in 
gold. This was what made the use of “reserve bills” so impor- 
tant, and why the unwillingness to make this sale obligatory 
was a matter of censure. Now the situation was unexpectedly 
reversed. It became difficult to supply India with rupees, and 
the sale of council bills as a means of providing for payments 
to India fell short because of the inadequate supplies of Indian 
currency there on which bills could be drawn. An entirely new 
set of problems arose. 


A revolution was caused by the amazing and unexpected 
rise in the value of silver bullion (see Chart I). During 1914 
and 1915 silver had been falling; but from July, 1915, to May, 
1916, the ratio rose from 1:41.71 to 1:26.51 (from 22,'d. to 
37% d. per oz.). This, however, was only a beginning. By 
February, 1920, the price rose to 893d., and the ratio rose 
to 1:10.5, the highest ratio of silver to gold since about 1600. 
This phenomenal rise in bar silver produced an unprecedented 
upset in the working of a token money like that of the rupee 
(or the Philippine peso). By September, 1917, the 165 grains 
of silver in the rupee came to be worth more as bullion than as 
coin:* the seigniorage had disappeared, and the rupee ceased to 
be a token coin. It was not until February, 1921, that the rupee 


*Put another way, when silver reaches about 43d. per standard ounce, the 
silver in the rupee is about equal to its face value, or 16d. 
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again became a token coin. Hitherto, with the prolonged and 
unparalleled fall of silver since 1873, the only care had been to 
keep up the value of token silver relatively to gold. Now, as 
the value of the silver in the rupee rose above 16d., the pur- 
chase of 165 grains of silver to send to India to pay for goods 
bought in rupees, that is, exchange on India, rose accordingly. 
In other words, as was to be expected, exchange or the value 
of the rupee (see Chart II), followed the value of the standard 
metal in which it was payable. This is the simple and actual 
explanation of the great rise in bills on India.* 

In the period of the sensational rise in the value of silver, 
1916-20, the net exports of goods from India were quite large. 
The trade lost to Germany and Austria by the war was made 
up by that with Japan and the United States. The imports from 
Japan during the war increased by 400 per cent, and the exports 
to Japan by 103 per cent; while the trade with the United 
States increased by 200 per cent. Before the war, India’s ex- 
ports to other countries were larger than those to Great Britain; 
but during the war they were less, and after the war, because 


of low purchasing power in Europe (especially in the depres- 
sion of 1920-21), the European demand for Indian products fell 
off, while India, having run down in stocks of goods during the 
war, naturally increased her purchases (in spite of the much 


“In this matter I have not introduced any reference to the theory of pur- 
chasing-power parities in its relation to rates of exchange. This theory seems to 
accompany some reliance on the quantity-theory of money. It appears in the 
writings of Gustav Cassel, J. M. Keynes, the Statist, and others. A critical ré- 
sumé of the case is given by G. W. Terborgh (Journal of Political Economy, 
April, 1926, pp. 197-208), who finds it unsatisfactory. Likewise, Brij Narain 
(Exchange and Prices in India, Weltwirthsch. Archiv, April, 1926) finds the 
theory not borne out by the facts. He quotes Dr. K. M. Obenous (Die italien- 
ischen Wechselkurse wihrend der Jahre 1914-19, Wurzen, 1922) as finding no 
correspondence between the movements of exchange and prices in Italy; and 
Dr. A. Révai (Die auslindischen Wechselkurse in Frankreich seit 1914, Miinchen, 
1925) as finding that foreign means of payment prevent the coincidence between 
purchasing-power parities and exchange in France. Narain concludes that pur- 
chasing-power parities offers little explanation of the fluctuations of Indian ex- 
change since 1914. In my judgment, apart from the usual fluctuations of exports 
and imports (both visible and invisible) which cause fluctuations in exchange 
within the shipping points, the general level of the exchange follows the value of 
the standard in the country on which the bills are drawn. 
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higher prices), and so increased her imports. Therefore, when 
exporting much there was a serious demand for silver with which 
to pay her. It was this situation which was largely responsible 
for the rise in the value of silver bullion. By November 16, 1917, 
silver sold for 433d. per ounce, so that the silver content of 
the rupee cost more in the market in gold than the price of a 
coined rupee in the exchange. It was thus cheaper to send gold 
than silver. A confusing situation was thus produced for the 


CHART II 
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Indian government. India could not give up the use of the rupee 
for the reason of native custom at home. That is, India must be 
provided with silver for coinage into rupees, no matter what the 
cost. Therefore, as silver went up, the exchange on India went 
up. On January 12, 1918, council bills were offered at 17d. 
Sums had to be included in the estimates to buy silver. In 
March, 1918, as much as £16,347,000 was remitted from Lon- 
don to India in the form of an increase in the note issues against 
securities held in the Paper Currency Reserves. This amounted 
to a loss to the silver reserves in India. On April 12, exchange 
was fixed at 18d. Already it was difficult to prevent the melting 
of rupees in order to get the higher price as bullion. The Bom- 
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bay mint began to put out coined sovereigns by September, 
1918. 

In 1919 conditions approached a crisis. By the notification 
of 1893 a gold sovereign was unlimited legal tender for 15 ru- 
pees and was exchangeable in India for 15 rupees, which meant 
that one rupee equaled 7.53344 grains of gold, when at existing 
quotations of silver the 165 grains of silver in the rupee would 
buy over 11 grains of gold. In fact, England and India were in 
the throes of bimetallism, trying to keep at a fixed ratio, of 15 
rupees to £1, gold and silver whose relative values were outside of 
their control. Hitherto, when silver had fallen seriously, it was 
only a question of keeping the rupee at 16d., a value above its sil- 
ver content. Redemption in gold was the effective remedy. Now, 
however, when silver had risen amazingly and the rupee was 
above 16d., how could the old ratio be maintained? Could gold 
be redeemed in silver at the fixed rate? But now it was silver 
that was difficult to get, and its value was high. Moreover, ex- 
ports from India made a strong demand for silver (exports be- 
ing Rs. 239 crores against imports of Rs. 169 crores for the 
year ending March, 1919). Selling council bills in London on 
India to supply those who had bought goods from India was a 
draft on silver in India, and drew down its reserves of rupees 
behind the note issues. But it was absolutely necessary to keep 
the notes in India convertible into rupees. It was then (April 
23, 1918) that the United States passed an act selling 200,000 
ounces of fine silver to India at 100 cents per ounce, by which 
timely help, running through 12 months, enough rupees were 

* The need for rupees in the domestic circulation may be seen by the figures 


of the note circulation in lakhs since 1914: 
1914 ° ° ‘ 62,12 1920 . e ° 174,52 
1915 ‘ P ‘ 61,63 1921 ‘ é ‘ 166,16 
1916 ‘ a * 67,73 1922 ‘ ‘ ‘ 174,76 
1917 ‘ ‘ ‘ 86,38 1923 . ‘ : 174,70 
1918 ‘ . ‘ 99,79 1924 p J ‘ 185,85 
1919 ° ° ‘ 153,46 1924. a 4 184,19 
Likewise, the average coinage of rupees in crores annually was as follows (cf. 
Narain, op. cit., p. 290): 
1893-1014 ° ° 26 
1918 - ‘ ° 41 
1919 i. aw 43 
wgI7z-19. sw wwsCE'SSS 
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provided to maintain the convertibility of the currency notes. 
Also, the Secretary of State for India bought in the open mar- 
ket 324,612,000 standard ounces.® In April, 1919, and well into 
May no council bills were sold. The situation in India became 
grave when the withdrawals of more than 33 lakhs of rupees 
daily threatened the convertibility of the notes. The cotton crop 
had yet to be financed and enough rupees for that to be pro- 
vided. About April 12, 1919, the crisis was passed, and on May 
6 the sale of council bills was resumed. Meanwhile, the de- 
mand for remittances to India in rupees had inevitably raised 
the rate for rupee exchange, May 13, 1919, to 20d. (T.T.), 
September 16 to 22d., September 23 to 24d., November 22 to 
26d., and on December 11 to 28d. On February 12, 1920, tel- 
egraphic transfers (founded on the ratio of Rs. 10 to the sov- 
ereign, allowance being made for the depreciation of sterling) 
went as high as 2s. 1033d. Through these months London could 
not begin to supply enough council bills to satisfy the demand, 
and rationing was resorted to; and on one date (December 
9) the allotments were only Rs. 80,000,000 for Rs. 211,950,000 
applied for. In addition, just at this time the pressure for sil- 
ver to be sent to China had depleted the market. These were 
the circumstances when the value of silver went to its highest 
price, in February, 1920. From April 1, 1918, to February 15, 
1920 (see Chart II), the exchange value of the rupee closely 
followed the value of silver bullion. Then silver fell suddenly 
from its high estate. To December 15, 1920, the fall of about 43 
per cent in exchange coincided with the fall in the value of silver. 
And from December, 1920, the value of the rupee and the value 
of silver parted company: that is, throughout 1921 and there- 
after the rupee again became a token coin whose face value was 
greater than that of its silver content (see Chart II). 


It was at the time when the extraordinary rise in the value 
of silver was throwing the currency system of India out of gear, 
when the silver in the rupee was worth far more in gold than its 
face value, when rupees were scarce, that a committee headed 


* Babbington-Smith Report, p. 11. 
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by Sir H. Babbington-Smith’ was appointed to investigate the 
new and exceptional situation. It reported December 22, 1919. 
It was a tangled situation, and the committee did not rise to the 
occasion because it did not grasp the principles at work. It was 
a token coinage system that was at issue, but it was treated as 
if it were a system of bimetallism. It was never expected that 
the gold-exchange standard would be subjected to a rise of sil- 
ver that would, during 1918-20, wipe out the seigniorage on the 
rupee, and throw it out of use. It was more profitable to melt it 
than to coin rupees. At the fixed ratio it was cheaper to use gold. 
Nevertheless, the committee advised retention of the rupee at 
the old fineness and weight and at full legal tender.* As if it 
were a bimetallic system, the readjustments between the values 
of gold and silver were to be carried out by lowering the gold 
unit rather than the silver one.’ In reality, the solution of the 


* Report of the Committee Appointed by the Secretary of State for India to 
Inquire into Indian Exchange and Currency, Vol. I (C. 527), December 22, 1919; 
Vol. II, Min. of Evidence (C. 528); Vol. III, Appendices (C. 529). 

*“Tt has been suggested that a new rupee should be issued having a lower 
silver content than the present coin It has been urged in support of it 
that in the Straits Settlements and elsewhere the reduction of the silver content 
of full legal tender coins has been successfully made; but in none of the cases 
brought to our notice were the conditions similar to those existing in India. The 
fineness of the present rupee, which is known to every village goldsmith and sil- 
versmith, has remained unaltered since 1835, and its use is so firmly rooted in the 
habits of the Indian people as to have given it the character of a standard weight. 
Modification of the fineness or weight of the standard coin of the country would, 
we have been assured, react gravely on the credit of the government, and possibly 
lead to serious social and economic consequences. A new rupee of lower silver 
content would, in accordance with Gresham’s law, tend to drive the present rupee 
out of circulation, and very large quantities of the new rupees would be re- 
quired to meet demands for metallic currency. Even if the problem of minting 
on the scale required could be overcome, there might be great difficulty in ob- 
taining the necessary supplies of silver either from existing currency or other- 
wise. We concur, therefore, in the view of the government of India that propo- 
sals of this character must be dismissed as impracticable” (Par. 38, Babbington- 
Smith Report, Vol. I, 1919). 

* The recommendation of the Babbington-Smith committee that the sover- 
eign should be made legal tender in India at Rs. 10 (or 11.30016 grains) instead 
of Rs. 15 was enacted (by Indian Coinage Act No. XXXVI) September 9, 1920. 
Since the market price of the sovereign kept continuously above Rs. 10, it did 
not function as currency at that rate, and there was no need for opening the 
Bombay mint. Moreover, the war restrictions on silver were removed by May, 
1920 (see Royal Commission of 1926, Vol. II, Appendix, p. 16). 
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problem depended on the foresight to expect an early reaction 
from the high price of silver, and to adopt temporary measures 
for supporting the notes by securities and gold*® until that came 
about. The Dutch financiers at first began to recoin their token 
money when silver rose; but the Dutch commission, under Dr. 
G. Vissering, opposed it, and soon the anticipated fall of silver 
removed the difficulty. 

The recommendations of the British Committee had little ef- 
fect, and for a good reason. The rise in the value of silver, which 
made rupees scarce, was beyond the control of the Indian gov- 
ernment, and not until silver began to fall would the exchange 
value of the rupee fall. In January, 1920, the situation changed. 
There was an abnormal activity in imports of goods, and few 
exports. Hence a change in the flow of remittances from out- 
side in to inside out. The demand for council bills and silver in 
India ceased, while the demand in India for gold to be sent 
abroad in the form of “reverse bills” to pay for imports in- 
creased. To the end of September, 1920, sales of “reverse bills” 
had totaled £55,382,000, when sales stopped. As to the prin- 
ciples of money involved, it is curious to note that the sale of 
“reverse bills” and the decline of the note circulation were re- 
garded’ from the point of view of reduction of the currency as 
a means of maintaining exchange (according to the reasoning 
on the gold-exchange standard). Inasmuch as exchange went 
up with the price of silver, it is difficult to see how a reduction 
of Indian currency would lower the world-value of silver and thus 
lower exchange. It is a part of the fallacious reasoning often 
found in the Indian reports that prices and exchange were sup- 
posed to be controllable by a change in the quantity of the do- 
mestic circulation. Of course, a change in the world-value of the 
metal used as the standard of prices will cause a change in the 
level of prices; but a change in the local circulation of the media 

*” By October, 1920 (Indian Paper Currency Amendment Act, No. XLV of 


1920) the Paper Currency Reserve was temporarily reconstituted for gold and 
securities, 

“Young Report of 1926, Vol. II, p. 15. The same mistaken doctrine ap- 
pears in the Report, Vol. I, p. 4: “The Government of India at this period 
(1920) were unable to contract currency in India at the pace at which world- 
prices were falling.” 
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of exchange, such as token rupees, could not directly affect the 
level of prices. If the rupees are kept at a fixed ratio to gold, then 
prices will follow the level of the standard in which the media of 
exchange are redeemable (temporary fluctuations apart). What 
was really happening was that (after February, 1920, see Chart 
II) silver began a violent drop in value, and, of course, exchange 
followed suit, so that by the beginning of 1921 the silver in the 
rupee fell below 16d. It seems, therefore, rather inconsequent 
to read: “All that the Government were able to do during this 
period was to prevent a rise in Indian prices which would have 
been caused by any further inflation of the currency, and to be- 
gin contracting the currency to an extent sufficient to bring 
back exchange toward 1 s. 4d. sterling.””” 

Conditions affecting the value of the rupee, however, were 
changed by the acute depression which ran through 1920-21 
and 1921-22. Indian agriculture was below normal; there was 
a glut in the world’s markets for goods; prices in other coun- 
tries fell and lowered the purchasing power offered for India’s 
products; and India’s exports declined. Consequently, there 
was a lessened demand for rupees, and exchange on India fell 
below 16d. (see Chart II for 1922). There were exports of gold 
in 1920-21, but after October, 1921, there were net imports of 
gold.** Yet in 1923-24 Indian crops were good, exports in- 
creased, gold imports increased, and exchange rose above 16d. 

In all this interesting episode from 1903 there is no con- 
vincing evidence of a connection between English, or Indian, 
prices and exchange, and therefore between purchasing-power 
parities.** Moreover, the price of silver has been influenced by 
forces having little or no connection with English and Indian 


* Ibid., Vol. Il, p. 18. 
% EXPORTS AND IMPORTS OF GOLD 
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* Narain, op. cit., p. 284. 
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prices. In a period of 20 years the rupee has depreciated rela- 
tively to goods.*® Since 1920, although silver has fallen serious- 
ly, Indian prices have fallen little. The rise of prices to 1920 
was obviously to be ascribed to war conditions, which were not 
permanent. 

Although we are here concerned with metallic money, an 
event of the greatest importance to the monetary system of 
India was the establishment of the Imperial Bank of India** on 
January 27, 1921. It provided for payments of large sums which 
could not be carried out by token rupees, an effective substitute 
for gold, an aid to foreign exchange, an economy of reserves, a 
help against hoarding, an agent for credit, and a means of pro- 
viding an elastic currency. As a supplement to the monetary 
system its importance in the future development of India can- 
not be exaggerated. 


Although early in 1921 the fall in silver had carried rupee 
exchange with it below 1s. 3d. sterling, or 1s. gold bars (the 2s. 
ratio remaining on the statute book), the tide began to turn by 
January, 1923 (see Chart II), and the exchange value of the 
rupee turned upward above 16d. sterling, reaching 18d. sterling, 
or 16d. gold, by October, 1924. A further rise was checked by 
free purchases of sterling by the government. Meanwhile the 
British government had restored sterling to par ($4.86%) in 
May, 1925. In short, the fall of silver had reduced the rupee 
again to the status of a token coin at 18d. It was now possible 
to examine the whole matter anew, and present a permanent 
solution of the Indian currency problem. 

Accordingly, the Young Royal Commission on Indian Cur- 
rency and Finance was appointed in 1925, and reported July 1, 
1926." This body stopped the previous “muddling through,” 
and boldly faced the necessity and expense of a gold reserve 

* See supra, p. 618, n. 4; cf. Narain, op. cit., p. 288. 

*°See Memorandum of J. M. Keynes and Sir Ernest Cable in Final Report 


of Royal Commission on Indian Finance and Currency (1914), pp. 57-87; and 
Index, Vol. VI, of same Report, Imperial Bank; and Vol. I, ibid., pars. 83-167. 

* Royal Commission on Indian Currency and Finance, 1926, Report, Vol. I 
(C. 2687) ; Appendices, Vol. IL; Appendices, Vol. III; Min, of Evidence, Vol. IV; 
Min. of Evidence, Vol. V; Index, Vol. VI. 
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sufficient to redeem the token money, i.e., the rupees and cur- 
rency notes convertible into rupees. It found in existence no 
legal obligation to maintain the rupee at a fixed ratio to gold; 
two overlapping reserves with a mixed purpose: (1) the Paper 
Currency Reserve for the token coins, composed of the receipts 
for notes, gold, silver, and securities; (2) the Gold Standard 
Reserve, formed from the profits of the coinage, intended pri- 
marily for maintaining the external value of the rupees, and con- 
taining about £40,000,000 invested in sterling securities; the 
interest going to general revenue, not to strengthen the re- 
serves; the Gold Standard Reserve depending on the profits of 
the coinage and not on the liabilities; no elasticity of the note 
circulation according to the needs of trade, which involved the 
whole question of credit and banking; no common authority in 
charge of currency and credit; and such lack of confidence in 
the stability of Indian currency as to encourage hoarding as 
against investment. 

It reported that the so-called Gold-Exchange Standard had 
been a failure. In essence the gold-exchange standard assumes 
only a silver token coinage in circulation, and that a gold cir- 
culation is not in local use; that the token money is kept at a 
fixed ratio to gold through selling or buying foreign gold ex- 
change; since, when gold payments are to be made, an import- 
ing merchant brings token money to the exchange authority 
and with it buys gold exchange on a chosen market at the offi- 
cial rate; then the token money received is withdrawn from cir- 
culation, in expectation that the currency will thereby be con- 
tracted, and the token money by scarcity (or “rarefication”) 
will be correspondingly increased in value; thus, in theory, 
prices will be lowered as, according to the quantity-theory, the 
circulation is contracted. Vice versa, payment to an exporter is 
made by a bill sent by the foreign purchaser, and this bill is 
converted by the exchange authority into token money which 
is added to the domestic circulation, thus increasing it and low- 
ering its value and raising prices. It will be noted that there is 
no direct redemption of the token money in the standard gold, 
so that only that part of the token circulation is directly affect- 
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ed by the process of indirect redemption, which is concerned 
with operations in foreign bills. Moreover, the system depends 
on the fallacious reasoning that a change in the quantity of a 
medium of exchange (like token silver) will affect prices ex- 
pressed in the world-value of the standard gold untouched by 
these domestic influences; that general prices can be automat- 
ically influenced by the expansion and contraction of the in- 
ternal circulation. Likewise it omits to consider that the prices 
of goods traded in may be affected by changes in expenses for 
wages (in money and efficiency) and materials, management, 
etc., entirely independent of the quantity of the medium of ex- 
change; and, above all, the media of exchange provided by 
modern banking and credit devices may render any changes in 
the token-coin circulation wholly unimportant. The only way 
in which the level of prices can be affected by changes in the 
money is by a change in the world-value of the standard (such 
as gold) in which prices are expressed. The token money de- 
pends for its value upon its redemption in standard money (i.e., 
gold). The Young report did not point out the fallacy of the 


reasoning as here presented, but it thought “the gold-exchange 
standard did not have the simplicity which is essential to secure 
the confidence of public opinion for any currency system under 
present conditions in India The right of convertibility 
upon which its stability is based . . . . is unintelligible to the 
majority. The uninstructed see nothing tangible behind the 


token currency to assure its value.’’** 


In view of past experience and of all the circumstances, the 
Royal Commission of 1926 went straight to the point by de- 
manding a true gold standard. “The essence of the proposal 

. is that the ordinary medium of circulation in India 
should remain as at present the currency note and the silver ru- 
pee, and that the stability of the currency in terms of gold 
should be secured by making the currency directly convertible 
into gold for all purposes, but that gold should not circulate as 
money.”*® It proposed to undertake, with eyes open, for the 

* Young Report (1926), p. 13. 

® Ibid., p. 21. 
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first time in the history of the rupee, the serious obligation by 
statute to convert the currency, not merely into foreign ex- 
change but into metallic gold, not conditional, but absolute and 
unlimited. It left such makeshifts as the gold-exchange stand- 
are entirely behind. The pith of the matter is in paragraph 59: 


The currency system which we recommend for the present needs of 
India may be described as a gold bullion standard. We propose that an ob- 
ligation should be imposed by statute on the currency authority to buy and 
sell gold without limit at rates determined with reference to a fixed goid 
parity of the rupee, but in quantities of not less than 400 fine ounces, no 
limitation being imposed as to the purpose for which the gold is required. 
The fulfilment by the currency authority of this obligation will secure the 
stability of the gold value of the rupee, and the stability of exchange within 
the gold points corresponding to the selected parity. Gold is thus made the 
standard of value. The rupee is linked to gold, and not to sterling or to any 
other currency or group of currencies. 


This was a masterly and virile pronouncement. There was no 
vacillation or weakness in facing the issue.”° 

To carry out this purpose it was the intention to combine 
the Paper Currency and Gold Standard Reserves, since no dis- 


crimination in function could be made between them, and the 
changes proposed made the amalgamation of the reserves neces- 
sary. The proportions and composition of the combined re- 
serves, to be fixed by statute, were to be at least 40 per cent in 
gold and gold securities, increasing in practice to 50 or 60 per 
cent. It was planned that in ten years the gold would amount 
to 25 per cent, or a minimum of about Rs. 60 crores on the basis 
of the present circulation; and no opportunity to fortify the 
gold reserve should be allowed to escape. 

» It is, however, curious that, although reaching sound conclusions, it should 
have clung to the fallacious reasoning: “When gold bars are given by the cur- 
rency authority for notes or rupees, the currency is contracted; while, on the 
other hand, when gold bars are given to the currency authority for notes or 
rupees, the currency is expanded” (ibid., p. 24). 

On another point, it is to be noticed that this recommendation conforms to 
the words of the British Gold Standard Act of May 13, 1925, (chap. 29) in which 
a demand for gold shall be met not in legal coin, but “only in the form of bars 
containing approximately four hundred ounces troy of fine gold.” 1, (1), (¢), 
(2). This was the Act providing for resumption of gold payments for Great 
Britain. 
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At present gold for non-monetary purposes is to be supplied 
by the bullion market at a price covering cost of importation. 
Hence, as it is not the duty of the currency authority to supply 
gold for non-monetary purposes, it is proposed, not to sell gold 
at a price exactly corresponding to the par value of the rupee, 
but at a price covering to the bank cost of importation from 
London without loss.** As to monetary purposes, it was not in- 
tended to have a gold circulation, since gold in reserves would 
be a more efficient basis for credit than if in circulation; hence, 
as “the obligation to sell gold bars for all purposes makes it im- 
possible to have any gold coin as legal tender,” and as the gold 
coins were not now in circulation, the legal-tender power was to 
be taken away from the sovereign and half-sovereign. Inas- 
much as there should be no question as to the convertibility of 
the token money, the currency authority should be empowered 
to sell gold bills to any amount, and the gold reserves should be 
large enough for all purposes and to meet all possible emer- 
gencies. 

As silver reserves are out of place in supporting a gold 
standard, it was expected that in a transitional period of ten 
years there would be a gradual reduction of silver in the reserves 
from the present figure of Rs. 85 crores to Rs. 25 crores on the 
basis of the present circulation. Since silver token coins form a 
large part of the Indian circulation, enough must be held to 
meet demands for monetary purposes. In consonance with the 
general plan, “the coinage of silver rupees should be stopped 
for a long time to come, until the amount of silver rupees in cir- 
culation is reduced to the amount required for small change” 
(par. 69). That is, when coinage was suspended, hoarding could 
be relied on to reduce the supply of rupees to be redeemed; 
and, as soon as the quantity was reduced to the amount needed 
for small change, few rupees would be presented for redemp- 
tion. So that the gold reserves would not need to be large for 
this particular purpose. 

The ghost of the past experience in 1918-21, when the rise 
in the value of silver above the face value of the token rupee 


* See ibid., pars. 64 and 150. 
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drove the rupee out of circulation, was, however, constantly 
present, and attempts were made to exorcise it forever. By tak- 
ing away the obligation to convert the notes into rupees, an im- 
perative demand for rupees in certain contingencies would be 
removed, and the necessity of securing silver when it had risen 
in value would no longer be an embarrassment; and the need of 
large reserves of rupees would disappear. There would be no 
reason for coining a rupee of lower weight and fineness when 
rupee obligations could be met by an equivalent in gold. More- 
over, it was proposed to leave the rupee with full legal-tender 
power, supposedly for the following reasons: 

The people of India have for centuries been habituated to a metallic 
currency, and to the use of the rupee as a standard coin, and.... it 
would be unwise to attempt to force paper money upon the people against 
their will . . . . (par. 69). 

When the present legal right to obtain silver rupees in exchange for 
notes is withdrawn, it will be necessary to give the public a right to obtain 
change for the notes in some other form; and we propose to impose a statu- 
tory obligation on the currency authority to convert all notes, other than 
the one-rupee note, on demand into legal tender money, i.e., into notes of 
smaller denominations or silver rupees at the option of the currency au- 
thority (par. 73). 


Nevertheless, it is not clear why all this could not be ac- 
complished by rupees with only the limited legal-tender power 
ordinarily given to token coins. 

In addition, with the organization of the central bank, the 
paper currency was to be reconstructed. The present currency 
notes were an obligation of the government and redeemable in 
rupees. It was proposed to take away the legal convertibility of 
the notes into rupees, and make them convertible into gold bars. 
Likewise, the new notes of the central bank were to be conver- 
tible into gold and not into rupees. While it would be possible 
for the public to obtain rupees freely for circulation, it was 
hoped that confidence would be won for the notes redeemable 
in gold, thus working against hoarding of gold. 

The question of hoarding, both of gold and of silver, must be 
reckoned with in every monetary plan for India. “The habit of 
hoarding the precious metals became ingrained in India through 
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centuries of war and rapine, and has persisted under British 
rule in spite of security of property and the introduction of im- 
proved currency and banking facilities.”** In order to create 
confidence in the stability of the currency, to provide visible 
proof that gold is the standard of value into which the rupee is 
convertible, and to implant the seed of investment as against 
hoarding, it was proposed to introduce savings certificates pay- 
able in gold, in three or five years, and bearing an attractive 
rate of interest. In some measure it would satisfy the native 
wish for a gold circulation, show by experience that gold could 
be had by more productive methods than hoarding, and draw 
out stores of wealth from hidden sources. 

Apart from the primary necessity of settling the standard 
question, which underlay all matters of currency, prices, and 
trade, by far the most important proposal by this commission 
was the establishment of the central bank, which, in view of 
the inevitable growth of Indian industry, agriculture, and in- 
ternational relations, demanded a modern reorganization of 
credit, with the union of currency and credit control in one 
authority. 

J. LAURENCE LAUGHLIN 

WasurncrTon, D.C. 


” Ibid., par. 53. 





A DYNAMICAL THEORY OF ECONOMICS* 


I. INTRODUCTION 


For many years theoretical economists have recognized the 
need for a dynamical theory of economics. Even Augustin Cour- 
not, as far back as 1838, realized the need for such a treatment, 
for he wrote: “All the wants of mankind are reproduced during 
the year and all the resources which mankind obtains from na- 
ture and by labor. Nevertheless, the price of an article may vary 
notably in a year, and strictly speaking, the law of demand may 
vary also in the same interval, if the country experiences a move- 
ment of progress or decadence.’” 

He seemed to realize that such a dynamic treatment involved 
mathematical difficulties, for instead of allowing the price and 
demand to be a function of the time, he chose rather to consider 
only a so-called average price and average function of demand, 
F (p), for he wrote further: “In the expression F (~), p must be 
held to denote the annual average price, and the curve which 
represents the function F to be in itself an average of all the 
curves which would represent this function at different times of 
the year.” 

Walras gave economic theory a decided impetus when he 
gave the first analysis of general equilibrium, but even this great 
economist did not discuss dynamic equilibrium. We find Walras 
discussing only the hypothetical static equilibrium.’ 

On page 104 of Irving Fisher’s doctoral dissertation we find 
the following statement: ‘The dynamical side of economics has 

*I desire to thank Professor Henry Schultz, of the Department of Eco- 
nomics, and Professor Bliss, of the Department of Mathematics of the University 
of Chicago, for their kindly suggestions and criticisms. Professor Schultz has 
supplied me with much of the bibliography and has patiently discussed much of 
the paper with me. 


* Augustin Cournot, The Mathematical Principles of the Theory of Wealth, 
translated by Nathaniel T. Bacon, p. 52. 


*V. Pareto, Manuel d’Economie Politique, pp. 605 ff. 
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never yet received systematic treatment. When it has it will rec- 
oncile much of the apparent contradiction, e.g., if a market is 
out of equilibrium, things may sell for ‘more than they are 
worth,’ as every practical man knows, that is, the proper ratios 
of marginal utilities and prices are not preserved.’ 

The first American economist clearly to recognize the lim- 
itation of the static theory and to suggest a method for over- 
coming these limitations was H. L. Moore. As far back as 1907 
he taught that the correlational calculus provided a statisti- 
cal complement to the theory of equilibrium. It was he who 
first applied the method of relative changes and the method 
of trend ratios to eliminate long-time changes from the law of 
demand.* More recently he has emphasized the need of a dy- 
namical theory.’ By assuming that the trend ratio, D-/Dc, where 
D. is the absolute demand and D, is the normal or trend value 
of the demand for a commodity, is a function of the trend ratios 
of the prices, and further that the elasticity of demand 


—2D:. (Mb 
D, Pc ’ 


where fc is the absolute price, is equal to a constant £-, he ob- 
tains as a first approximation an equation of demand of the type 


D./D,=constant [P./P.} . 


Moore then defines the concept of partial elasticity of demand 
and obtains a function of demand more in line with the theory 
of Walras. Both the method of link relatives and of trend ratios 
introduce the time element implicitly into the demand function, 
as Moore has shown. 


* Irving Fisher, “Mathematical Investigations into the Theory of Value and 
Prices,” Transactions of the Connecticut Academy of Arts and Sciences, Vol. IX, 
Part I (1892). 

“H.L. Moore, Economic Cycles, pp. 69—70. 

°H. L. Moore, “A Theory of Economic Oscillations,” Quarterly Journal of 
Economics, November, 1926. See also H. L. Moore, “Elasticity of Demand and 
Flexibility of Prices,” Journal of the American Statistical Association, March, 
1922. 
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Henry Schultz obtains the statistical law of demand for su- 
gar in terms of both link relatives and trend ratios and explains 
how the law of demand for any one year can be derived in terms 
of absolute quantities.’ For the law of demand for sugar in 
terms of trend ratios he writes 


Y = —1.9782 X+2.979 


where I is the trend ratio of the price and X is the trend ratio 
of the demand. By definition X—x/T: where x is the absolute 
demand and 7, is the trend or normal value of the demand, and 
Y=y/Ty, where y is the absolute price and T, is the trend value 
of the price. By means of these equations it is possible to write 
the law of demand for sugar in the absolute form: 


y= —1.9782 (T,/Tz) x +2.9782 T,. 


The quantities J. and T, are explicit functions of the time, each 
defined by a curve chosen so that it reproduces the underlying 
movement of the data without bending or twisting itself so as to 
conform to the extreme sinuosities, and at the same time gives a 
good fit as judged by some arbitrary criterion—say, the mean 
square error. The curve must then be a compromise between 
smoothness and goodness of fit. 

Irving Fisher has introduced the time element in a different 
problem by introducing the rate of change of index prices. He 
has shown that there is a correlation of .79 between the volume 
of trade and a curve representing rapidity of rise or fall of the 
price level with minor irregularities smoothed out; i.e., this 
curve is a moving average of the rate of change of price, each 
ordinate being an average of eight consecutive ordinates of the 
rate of change of price curve, and is moreover a weighted aver- 
age, the weights being 1, 2, 3, 4, 5, 6, 7, 8 for each eight consec- 
utive ordinates of the curve representing rate of change of index 
prices.” 

*Henry Schultz, “The Statistical Law of Demand,” Journal of Political 
Economy, Vol. XXXIII, Nos. 5 and 6 (October and December, 1925). 


" Irving Fisher, “The Business Cycle Largely a Dance of the Dollar,” Journal 
of the American Statistical Association, Vol. XVIII (December, 1923). 
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It may even be desirable to introduce the time element ex- 
plicitly into the demand function, as a number of the Depart- 
ment of Agriculture economists have been doing in the last 
few years. 

G. C. Evans has suggested that the demand might be a func- 
tion of the price and the rate of change of price. He states that 
it may even be desirable to introduce the time element explicitly 
to explain such phenomena as seasonal changes.* 

When the rate of change of price is thus introduced into the 
demand function, the problems of competition and monopoly be- 
come problems in the calculus of variations.° Some of them, 
such as the monopoly problem, are of the classic LaGrange 
type in the calculus of variations, and others are somewhat dif- 
ferent. The problem of competition, which is a generalization of 
the LaGrange problem, has already been discussed by the au- 
thor of this paper for functions of demand and cost of the same 
type as those suggested by Evans.’° 

All of this work deals with a Cournot dynamic problem for 
special functions of demand and cost. In this paper it is planned 
to discuss the phenomena of competition, monopoly, and co- 
operation for general functions of demand and cost. Inasmuch 
as we learn about complex matters only by first studying simple 
ones, we shall begin by studying the general problem of compe- 
tition of the dynamical economics from the simple viewpoint of 
Cournot, and then proceed to the more difficult problems sug- 
gested by Walras. 

The basic assumptions necessary for formulating the prob- 
lem of competition are: 

1. Each individual engaged in trade is motivated by an at- 
tempt to make his net profits a maximum over a given interval 

°G. C. Evans, “The Dynamics of Monopoly,” American Mathematical 
Monthly, Vol. XXXI, No. 2 (February, 1924). See also G. C. Evans, “The 
Mathematics of Economics,” American Mathematical Monthly, Vol. XXXII, No. 
3 (March, 1925); and V. Pareto, Giornale degli Economisti, 1901, p. 283. 


°G. C. Evans, “Economics and the Calculus of Variations,” Proceedings of 
the National Academy of Sciences, II, 90. 


” C. F. Roos, “A Mathematical Theory of Competition,” American Journal 
of Mathematics, Vol. XLVII, No. 3 (July, 1925). 
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of time. To do this he may find it desirable to suffer a loss for 
a portion of the time in order to secure greater profits at the end 
of the period of time. At any rate, such a trader is interested in 
securing a large net profit for a given interval of time. 

2. The rate of production of producers 1,2, . . k—1, k-++1, 

. ncan have no influence on the rate of production of the k** 
producer except in so much as they cause a change in price 
which will influence the rate of production of & through the de- 
mand function. 

This is simply another way of saying that I am assuming free 
(atomistic) competition, but is easier to translate into mathemat- 
ical symbols. If the cost function of any one producer is more 
favorable than that of another, it may happen that the market 
price is lowered to the point where the latter producer can no 
longer operate with a profit. The inevitable result is failure and 
possibly bankruptcy, followed by the appointment of a receiver 
to reorganize the business to reduce costs or to dispose of the 
properties. In the analysis which is to follow, this important 
case will not be excluded. 


II. DIFFERENTIAL EQUATIONS RELATING RATES OF PRODUCTION 
AND PRICES 


1. Equations of demand.—Let us suppose there are n pro- 
ducers manufacturing, subject to cost functions ¢;, ¢2, . .. . 
¢», amounts %,, M2, . . . Un, respectively, of a like commodity 
in unit time, and further, that each article sells at a theoretical 
price, ~, which at any time, ¢, is the same for each article pro- 
duced. Let us for simplicity suppose further that as many arti- 
cles are consumed as are produced. 

As Evans has suggested, the demand is likely to be a func- 
tion of the rate of change of price as well as of the price. It is 
conceivable that the demand might also depend upon accelera- 
tion of production. In order to insure sufficient generality, let 
us write the demand y= = as 


(x) y= D> m= els 5 «thy Py Ps 2). 
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If we transpose g(uj, . . p’, ¢) to the left-hand side of the 
equation, we can write the following differential equation relat- 
ing the rates of production and the price: 


G(tér, Ul, . . . + thay Un, P, P’, E) =O 


where the primes denote derivatives with respect to ¢, and G is 
supposed to be continuous. This equation includes of course as 
a special case the equation 1. 

Furthermore, the equation of Evans, = ui—ap—b—hp’=O, 
and that of Cournot, =#:i—F(p)=O, are also included as spe- 
cial cases. As one may readily verify, the equations suggested 
by H. L. Moore can also be put in the form (2). 

2. Equations of cost——Inasmuch as the price and rates of 
production have been chosen as functions of the time, the total 
net profit, 7x, of each producer over an interval of time, #, to ¢,, 
is given by an integral 


9 
Tk -{ (pun —dx)dt 


where ¢, is a function representing the total cost of manufactur- 
ing and distributing per unit of time. 

This function ¢x will certainly be a function of the rate of 
production, and may depend on other factors as well. For exam- 
ple, it is a function of the price. Again, the cost of production 
will be influenced by an acceleration of production, and hence 
depends upon w’. In order to insure generality let us write 


oe = dx ( ur, Ui, - +++ thn, Uns p; t’, t). 
The integrand of 7 then becomes 
pur—or(u:; ut, «++ Un, Un; p, ?’, t) 


which we will call Fx(u,, ui, . . . %,, %, #) in order to save no- 
tation. 

3. Necessary conditions for a maximum profit—Let us for 
generality make no assumptions regarding competition for the 
factors of production. It is readily seen that such assumption is 
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not necessary, for the function ¢, can be so chosen as to admit 
competition for the factors of production. We assume here mere- 
ly that ¢« for either case is a function of the arguments, ui, 
u', p, p’, t, different, of course, for each of the above cases. 

The mathematical interpretation of postulate 2 is to regard 
u,, . Un as independent variables defining p by the equation of 
demand. The problem of competition can then be stated briefly 
as follows: 

Given the end times ¢, and ¢, and the end values of the prices 
and rates of production fixed at ¢), choose the theoretical price p 
and the rates of production u,, #2, . . . én defining a curve I in 
the space %,, M2, . un, p, t satisfying an equation of demand of 
the type 


G(t:, Ui, .... Uny Un, P, p', =O 


such that the profit 


ty 
n= Fy(u:, ut, Un, Un, P, p’, t)dt 
to 


of each producer is a maximum when the rate of production mu 
alone is allowed to vary with p. 

Those readers who are familiar with the mathematics of the 
calculus of variations will realize that there are two problems in- 
volved in the foregoing statement of the problem of competi- 
tion.’ If we know in advance the rates of production at the end 
of the interval of time ¢,<¢<t,, the problem is a generalized 
LaGrange problem with fixed end points. The problem then is 
to find what curves u(t), u.(t), . . . un(t), p(t) produce a 
maximum profit. If the demand and cost curves have been chos- 
en properly, these curves of rate of production ‘as a function of 
the time and price as a function of the time should approximate 
the corresponding statistical curves, for it seems like a safe cri- 

* A readable introduction to the calculus of variations can be found in Vol. 
III of Cours d’Analyse Mathématique, by Edouard Goursat. It is suggested that 
one reading for the first time in the calculus of variations begin with Calculus of 


Variations, by G. A. Bliss. The problem of LaGrange is not, however, discussed 
in this monograph. 
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terion to assume that at least to an approximation the price and 
rate of production are determined by the cut-and-try methods 
of business, so that net profits over an interval of time are as 
large as possible. Thus, if we wish to analyze data which are 
presented to us in an attempt to determine a suitable form of the 
law of demand, it is this problem with fixed end-points which is 
of chief interest, for we know in advance the end-values of the 
quantities %,, %2, ... Un, p. 

If, however, we wish to forecast probable rates of produc- 
tion and prices, the values of these functions at ¢, are not known. 
This is a problem in the calculus of variations of the generalized 
LaGrange type with one end-point variable. It is worth men- 
tioning that to determine a suitable demand function, the first 
problem should be employed. After the form of this function 
has been determined, it is possible to forecast probable rates of 
production and prices at any future time, ¢,, by means of the sec- 
ond problem or variable end-point problem. 

To solve either of these problems it is convenient to intro- 
duce the mathematical concept of partial variations as I have 
done in another paper.*? I have shown that the solutions of 
either problem must satisfy the equations 


am OF, G5, OG _d (AFe , OF aG} ) 
(3) ap’ du, t Ou, OE Ager ap aus tam 


=0,k=1,. 


ts f' aC 4 
wim f oF ap i OF; rd 


Op ap’ ap 


t 


_ OGy _ _9G/dp _ 9G, _ 9G/dux _ 9G _ dG/ du 
Op ~ 8G/dp’ ‘ Ou, OG/dp’’ Ouk ~ 6G/dp’ : 
*C. F. Roos, “Generalized LaGrange Problems in the Calculus of Varia- 


tions,” offered to the Transactions of the American Mathematical Society for pub- 
lication. 
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The solution of the problem with fixed end-points must in 
addition satisfy the initial conditions 


P(to) = Po , Urkto) = tro , . . . - Un(to) = teno 
P(t) = ps ’ u(t) = Unt ean Un (ts) = tnx . 


The solution of the problem with one end-point variable 
must satisfy the initial conditions 


P(t) = Po, « > Un (to) = Uno 
and the functional transversality conditions 


OF, AF AG , aG% 
E sat (SE ap’ duh * ous 


hy 
Ws) (duy— uh 2) =o 


R=1,2,...”. 


It will be noticed that equations (3) are functional equations 
for the determination of ~,, uw, . . . én and p in terms of the 
time. The problem is completely determined inasmuch as we 
have given initial conditions and the m functional equations plus 
the differential equation of demand to determine the n+-1 func- 
tions %#,,%2, .... wnand p. 

In order to determine an appropriate form for the dynamic 
demand function, the economist ought to find it worth while to 
compare the resulting mathematical solutions of price and rate 
of production of the foregoing problem for various arbitrarily 
selected functions of demand with the statistical solutions of the 
problem offered by business. The general type of demand equa- 
tion which yields a price and rate of production solution agree- 
ing with statistical data should be considered as a possible form 
of the dynamic demand equation. 

4. An example—As a first approximation to the dynamic 
demand function we might assume the linear first-order differ- 
ential equation suggested by G..C. Evans.’* It would be better 
to assume a demand function of the general type suggested by 
Moore plus.a linear term in dp/dt, but for the purposes of this 


* G. C. Evans, “The Dynamics of Monopoly,” loc. cit. 
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paper the simpler function suggested by Evans is more instruc- 
tive, inasmuch as the mathematics is simpler and hence more 
easily followed. 

For this problem we have 


F,=pu,— Au;—Bu,—C 
F,= pu,— Auj;—Bu,—C 
and G=u,+u,—ap—b—hp’ . 
Now the partial derivatives in 3 are given by the expressions 


OF, _ _ OF, oF, . aF, 
au, eae iindl Ou Ou? Ou, 
aF._,, . OF oF. OFe_ 
ap ap’ ap’ —’? ap 
Gs, MBL. 1G 0G 
ap > Ou Ou, : h* 


=p—2Au,—B 


2 


Ou, OU, 


If we substitute these quantities in the set of equations (3), 
we obtain 


I at/h ty 
—2Au,—B+-;e ux(x)e~*/4 dx=o 
p h 
t 


(4) y athh (ty 

p—2Au,—B+ { U2(x)e~*/4 dx=o, 
These equations are identical with those obtained in my 
first paper on the problem of competition.** 

It is thus seen how assumptions even as simple as those of 
Evans can lead to rather difficult mathematics. It happens that 
in this case the Volterra integral equations (4) can be reduced 
to differential equations of the second order by a differentiation 
with respect to ¢. When the equations of demand become even 
slightly more complex than the one used in this paper, the re- 
sulting equations corresponding to (4) become functional equa- 
tions.** It happens that the study of functional equations is a 

“C. F. Roos, “A Mathematical Theory of Competition,” loc. cit. 


* For an introduction to the study of functional equations, see G. C. Evans, 
“Functionals and Their Applications,” The Cambridge Colloquium, Part I (Amer- 
ican Mathematical Society, 1916). 
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new and hence incomplete branch of mathematics. Fortunately 
many of the problems of economics are such that these func- 
tional equations reduce to Volterra integral equations. The 
mathematical theory of such equations has been quite well de- 
veloped.*® 

I have given the solution of the special competition prob- 
lem suggested by Evans in another paper, but inasmuch as I 
believe the character of the results will throw new light on eco- 
nomic theory, I am going to repeat some of them here.*’ 

It is possible by purely mathematical reasoning to obtain 
definite information regarding the graphs of price against time 
and rate of production against time for the functions of demand 
and cost suggested by Evans. In fact, the general solution for 
the price as a function of the time for the case of m producers is 


P= pot Cre™!'+C,e™! 
where 





(n—1)+V (n—1)?—8Aa(n+ 1—2Aa) | 
mM, = : 
4Ah 
_(n—1)—-V (n—1)?—8A a(n+1—2Aa) 
_ 44h 


%.— Fee C r,— 7,67 Ma 
1—el™—™)b ? ae 











C,= 


I—e~ (m,—m2) ty 


b—2Aab—nBa 
rr=p:—po ; 1,= p.— p.and po= —a(n+1—2Aa) i 


In any practical problem the values of C,, C2, m,, and m, 
are not all to be determined from the data. Only C, and C, de- 
pend upon the initial conditions. The quantities m, and m, de- 
pend upon the number of producers and the constants of the de- 
mand function and cost function. 

A particular solution of the dynamic competition problem is 
the constant p=, which is the Cournot competition price for 
the static case. If we choose the end-values such that p= Pp, etc., 
it continues to be a solution of the more general dynamical prob- 





* Vito Volterra, Legons sur les Equations Integrales. 
™ C. F. Roos, op. cit. 





A DYNAMICAL THEORY OF ECONOMICS 643 


lem. Furthermore, no solution not identically equal to ~. can 
take on the value #) more than once. 

The derivative dp/dt will be zero for the single real value of 
tin the interval O <¢<¢, for which 


mC; 


e(m1—mz)t = 
mC; ° 


If ~:— Po and p.— Pp» have opposite signs, the graph of price 
against time cuts the line p= , once and has no horizontal tan- 
gent in the interval, the price continuously increasing or decreas- 
ing as the case may be from #, to ~.; if P:—p) and ~.—o have 
the same sign, the graph fails to cross the line p=, at all, and 
has one and only one horizontal tangent, provided the interval 
of time is large enough. The price attains a maximum in the 
interval if dp/dt is positive at =O and a minimum if dp/dt is 
negative at =O. When 7, and r, are both positive, p (¢) has 
only a minimum, and when 7, and rf, are both negative, it has 
only a maximum. 

If the number of competitors is increased, C,—~O, C.—r,; 
and p~B for all ¢¢,; that is, the larger the number of com- 
petitors, the more rapid is the adjustment to new price levels. 

If it happens that the price against time and rate of produc- 
tion against time curves for some article have the character- 
istics described previously, and if the curve p=f.+c¢,e™+ 
ce™ can be fitted to the statistical curve with a reasonable 
amount of accuracy, we can conclude that the linear differential 
equation of demand is a good approximation to the demand func- 
tion for this article. 


III. FUNCTIONAL EQUATIONS RELATING RATES OF PRODUCTION 
AND PRICES 

5. The quadrature method.—lIt is quite natural to ask if the 
first-order differential equation of demand suggested in the pre- 
ceding part is sufficiently general to be taken as the typical re- 
lation existing between price, rate of production, and time. The 
obvious answer is that it is not, for very often the demand de- 
pends upon the history of prices as well as upon the present 





644 C. F. ROOS 


price and some particular previous price, ~.. The demand for 
bonds seems to depend upon the history of prices of the bond as 
well as upon the present price of the bond. Again, many realtors 
consider it advisable periodically to advance prices to stimulate 
sales activity. This latter example, however, is more an exam- 
ple of monopoly than of competition. 

Since 1908, Charles N. Edge has been developing a theory 
to account for the time lags between cycles in various economic 
phenomena. To him is due the invention and development of 
the quadrature theory. This theory states that the relation be- 
tween economic forces is such that these forces are in some 
phase or another always in quadrature with one another. 

Two forces are said by Edge to be in quadrature when they 
trace curves such that the fluctuations of one of the curves cor- 
respond to the fluctuations of a curve of the integration or cumu- 
lation of the data of the other curve. 

As Karl Karsten says, “By the quadrature theory it seems 
possible to interpret the various phases of the economic cycle as 
entirely orderly and in accordance with theory, and yet wholly 
irregular in time. In short, the quadrature theory would seem 
to offer a new type of time lag in economics, which is irregular 
in time length and yet wholly precise, measurable, and predicta- 
ble.””** 

Karsten obtains a correlation of .914 between interest rates 
and the integral of car-shortage for the period 191 5—23 inclusive. 

In an article not yet published, Henry Schultz obtains a cor- 
relation between industrial stock prices and cumulated interest 
rates on prime commercial paper of r=—.58. The period cov- 
ered is from 1884 to 1902 inclusive. For the period 1902-14 he 
used different data, namely, the Harvard curve A, which re- 
flects speculative activity, and the Harvard curve C, which is an 
index of bank expansion and contraction. The correlation be- 
tween the curve A and the cumulated curve C he found to be 
r=—.74. Curves A and C for this period correspond respective- 
ly to industrial stock prices and interest rates on commercial 
paper, which were used for the period 1884-1902 inclusive. 


** Karl Karsten, “The Theory of Quadrature in Economics,” Journal of the 
American Statistical Association, Vol. XIX (March, 1924). 
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This same economist obtains a correlation of r=.80 between 
cumulated interest rates and the monthly production of pig iron 
for the period January, 1913, to January, 1918. 

6. Functionals of demand.—It does not seem correct to sup- 
pose that the demand depends only upon cumulated prices. As 
Karsten points out, “purchasers everywhere watch not only the 
present level of prices, but also the direction in which these 
prices are changing and are expected to change.” He suggests 
that the curve of purchasers’ stocks should vary as the mean of 
the price curve and its integral. He says, “to such a mean be- 
tween a curve and its first integral there has been given, for the 
purposes of this work, the name of the ‘first semi-integral.’ ” 

In an article which was written before Karsten’s results 
were published, I came to similar conclusions regarding the func- 
tions of demand and suggested a much more general method of 
treating the problem.*® I wrote the equation of demand in the 
form of a Volterra integral equation 


ymop(+b+ f _ olt—nplee 


where ~(—©) is assumed finite and ¢(¢—r) is negligible if 
t—r is large and negative. Such a form of the equation of de- 
mand assumes that the demand depends not only on the present 
price, but upon all previous prices as well. The assumptions on 
p(— ©) and ¢(¢—r) are the usual restrictions made in treating 
the phenomena of hysteresis. 

In the present paper I intend to write the demand equation 
even still more general than the Volterra integral equation pre- 
viously suggested. Such an assumption is of the form 


t 
G(ts, Ul, ... Un, Un, P, 2’; n=f P(r, Ul, .. ++ thn, Un, P,P’, t, x) dx . 
f°] 


It is possible to develop a dynamic theory of economics for 
the case where P is not continuous; but in order to simplify 
matters let us assume G and P to be continuous with their de- 
rivatives of the second order with respect to all their arguments. 


* C. F. Roos, op. cit. (See footnote 10). 
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It is interesting to see how this functional equation of de- 
mand includes the various equations already suggested. 

If P=O the functional equation degenerates to the differen- 
tial equation of demand discussed in Part II of this paper. This 
equation then includes all the cases which the equation G(m,, 
Ul, .. . Uy, Uns P, P’, t) =O does, and is much more general than 
these. 

The Volterra integral equation suggested by me can be repre- 
sented in this general form by taking P=ap’ (x)-+¢(t—x) p(x) 
and G= ui, where now the b of my integral equation is 
ap(t.)-+-¥o in the general problem, and ¢, has the value — oo. 

With such a general function of demand the dynamic prob- 
lem of competition can be stated as follows: 

Given the end times ¢, and ¢, and the end-values of the price 
and rates of production fixed at ¢,, choose the price p and the 
rates of production u,, #2, . . #n defining a curve [’ in the space 
Uy, U2, . . Un, p, t satisfying an equation of demand of the type 


t 
G( ter, Ui, . . thn, Un, P, 2’; n=f P(téx, th, . . . thay tn, P, P’, t, x)dx 
fo] 


such that the profit 


ty 
n= { Fy(tz, Ul, .... Un, Un, P, p’, bdt 
to 


of each producer is a maximum when the rate of production ux 
alone is allowed to vary with p. 

Again, there are two problems of interest involved in the 
foregoing statement of the problem. If we know in advance 
the end rates of production at t=+¢,, the problem is a generalized 
LaGrange problem with fixed end-points. This is the problem of 
most importance in fitting curves to data in hand. 

If, however, we wish to forecast probable rates of produc- 
tion and prices, the values of these functions at ¢, are not known. 
This is a problem with one end-point variable. 

Inasmuch as the solution of these problems is discussed in 
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my paper on “Generalized LaGrange Problems,” no solution 
will be given here. Suffice it to say that there result a set of n 
functional equations, which, together with the functional equa- 
tion of demand, must necessarily be satisfied in order that the 
respective profits, 7, be a maximum. There are then 4-1 func- 
tional equations for the determination of the m-++-1 functions 2,, 
. . . Un, and p in terms of the time and the initial conditions. For 
the problem with variable end-points a set of transversality con- 
ditions replaces the end-values at ¢, of the rates of production 
and price. 

7. Co-operation and monopoly.—In the case of the co-oper- 
ation problem there are again m functional equations other than 
the equation of demand, but these are different from those of the 
competition problem, inasmuch as the integrand of the integral 
representing the combined profits of all producers is the sum of 
the integrands of the integrals representing the profits of each 
producer. It is worth mentioning that if the equation of demand 
were a differential equation instead of a functional equation, the 
co-operation problem would be a strict LaGrange problem in 
the calculus of variations. 

For the monopoly problem there is only one functional equa- 
tion other than the equation of demand. In any case the number 
of variables and functional equations is exactly the same. 

There are in the case of monopoly and co-operation the 
problem with fixed end-points and the problem with one end- 
point variable. Inasmuch as both of these problems can be 
treated as special cases of the competition problems, no further 
space will be devoted to them in this article. 


IV. A DYNAMICAL THEORY OF ECONOMIC EQUILIBRIUM 


8. Introduction —We have already discussed the problems 
of competition and monopoly from a modified Cournot point of 
view and obtained conditions which must be satisfied in order 
to insure a maximum profit for the producer over an interval of 
time, ¢, to ¢.. Let us now replace the static theory of equilibrium 
of Walras and Pareto by a dynamic one in an attempt to show 
the relationship existing between the problem of competition 
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and the theory of economic equilibrium.” In developing this 
new theory we shall show that the theory of Pareto is incom- 
plete in several respects, and endeavor to complete this theory. 

9. Equations of demand.—Let the total number of commod- 
ities produced in unit time be m in number, and represent them 
by C,, C2, .. Cm. 

As Walras has argued, the factors of production fall into 
three general classes, namely, services of land, services of per- 
sons, and services of capital.** Let us assume that the total 
number of services per unit-time is m, and designate these serv- 
ices as: services of land, Ar, A2, . . . . Ar; services of persons, 
Pr+-1,....Pr-+s; services of capital, Kr+s+1,..Kr+s 
+q, where r+s-+p=n. 

If the commodity Cm be taken as a monetary unit in terms of 
which the prices of commodities and services can be expressed, 
we may represent the respective prices for the commodities as 
ps, « » Pm-x, and the respective prices of the services as ),,, 
where a—=A when 7»=1,2, . . . . 7; a==P when 7=r-++1, . 
r-+-s; a=K when n»=r-+s-+1, ... r+s+q. 

Since the prices of the m—1 commodities are expressed in 
terms of the commodity Cm, there are m—1 functions represent- 
ing the demand for the m—1 commodities. These functions will 
depend upon the prices of all services and commodities forming 
the economic system. This is the usual hypothesis regarding the 
nature of the demand function. 

As I have already pointed out, the demand will depend upon 
the rate of change of the prices of commodities and upon the his- 
tory of prices. It is possible that there are instances where the 
demand will also depend upon the rates of production of com- 
modities. For generality we will suppose the demand to be a 
function of all prices and rates of production defining the sys- 
tem, their derivatives with respect to the time, and the history 

* Professor Schultz informs me that the first dynamical treatment of the 
phenomena of equilibrium was given by Vilfredo Pareto in September, 1901. He 


introduces time derivatives as I have done into his equations of equilibrium. See 
Pareto, Giornale degli Economisti, September, 1901. 


™ Walras, Eléments d’Economie Politique, 1900, p. 371. 
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of prices and rates of production. The demand per unit time D, 
for each commodity must then be a functional of the type: 


== , , ‘ , , 
(I) Dz =G,(Ugr, Ugh, - + Uanxy tana + + Uano, Uanoy + + Uaney Uane, + + Pan) Pan; ee 


pr; pi; ee Pm—t; Pn; t)+ P (Ugh, Ugh; + + Uany tone + + Uane; tane ° 
to 


Uanes Uanes - + Pan; Pan, - Pry Pi, » Pm—1; Pin—z, t, t)dr, (u= I,. m— 1) ? 


where #4, #=1, 2, .. g, are the respective rates of production 
of the z, producers of the commodity g=1, 2,..,M—T1I} tan, K= 
I, 2,...% are the respective rates of production of the x pro- 
ducers of services of land of a type which we will call 7=1, 2, 
1229 %f Uaney =I, 2,.., ware the respective rates of produc- 
tion of the w producers of services of individuals of the type 
y=r+1, .r+s and U,.; =I, 2, .. . y are the respective rates 
of production of the y producers of services of capital of a type 
y=r+s+1,...r-+5-+-q. The primes indicate derivatives with 
respect to the time. 


m-—t 


There are thus y= zg, variables representin the rates of 
4 g 
g=1 


production of the v producers of commodities; xr variables rep- 
resenting the rates of production of the xr producers of services 
of land; ws variables representing the rates of production of the 
ws producers of services of persons, and yg variables represent- 
ing the rates of production of the yg producers of services of 
capital. There are r-+-s-+-q=—n variables representing the price 
of distinct types of services of land, persons, and capital. If we 
assume the price of the monetary unit Cm to be unity, there are 
m—1 variables representing the prices of commodities. 

For the particular case where P,=o and G, is independ- 
ent of the rates of production, their derivatives, the derivatives 
of the prices and the time, the equations I reduce to the equa- 
tions of demand of Walras. Moore has introduced the time ele- 
ment into the equations of Walras by means of trend ratios, but 
has not introduced the rates of production and the time deriva- 
tives of production and prices. 
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Just as there is a demand for commodities, there will be a 
demand for services; 


t 
(I) Dan = Gan(Ugn; + Pm—ty otf Pray (teh, -« Pn—t, b, t)dr, 


where a and » have the same meaning as in the introduction and 
G,, and P,,, have the same arguments as P, and G, of equations 
I. There are thus m of these demand equations for the m serv- 
ices ay. 

10. Equations of supply Corresponding to this first group 
of m—1 equations of demand for commodities, there are m equa- 
tions of supply of productive services of a type 


t 
(II) Om=Surt f Fay ar 
to 


where the functions O,, and F,, may or may not be functions 
of all of the v-+xr+-ws-+-yq-+-n-+m—1 variables representing 
the rates of production and prices necessary to define the eco- 
nomic system, but for generality let us suppose that they are. If 
by chance some of these variables are missing, the general 
scheme of analysis is still valid, as long as the equations are 
functionally independent. 

Similarly, there are m—1 equations of supply of commodi- 
ties corresponding to the m equations descriptive of demand for 
services. These will be of the form: 


t 
(II) o=St f F,, dr (u=1, 2,..,m—1) 
lo 


where O,, S,, and F, are functions which in the general case 
have arguments similar to those of O,,, etc. 

11. Coefficients of production —Let us now define the coef- 
ficients of production of a commodity C, as the quantities of the 
services of the factors of production that enter into the manu- 
facture of a unit of C,. Since the commodities produced are C,, 
C2, . . . Cm, and the services are ay, we can represent these 
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coefficients by the set C,,,,z, where »=1, 2, . . m—1 and 7=1, 
...n. For simplification Walras assumes these coefficients to 
be constant in the static case. Pareto assumes them to be func- 
tions of the total quantities of commodities produced and prices 
at a time just before equilibrium is reached.”* 

In the dynamic theory we take them to be functions of the 
rates of production and of prices. In addition, in the dynamic 
case the coefficients are functions of the time. Thus at any in- 
stant a coefficient of production which does not depend upon 
prices becomes a coefficient of Walras. 

Since there are productive services, there are m equations 
expressing the equality of the quantities of services demanded 
to the quantities of services supplied: 


(IIT) >, CatD p= Onn (n=1, 2,..). 
pat 
There are also coefficients of productions of services defined 
in an analogous manner. Since there are m—1 commodities, 
there are m—1 equations expressing the equality of the quanti- 
ties of commodities demanded to the quantities of commodities 
supplied: 


(IIT) >, Cova-Dan™p (u=1, 2,...m—1). 


12. Cost of production—Now by the definition of the co- 
efficients of production of commodities, the cost of production of 


u,xdt of the commodity C, is: 


av) PukUyxdt -_ > Counk Pant nat 
) n= 


Um.dt = LCamnkPantmedt d 
The quantity p,,u,, which is the cost of producing u,, units 
of a commodity C, per unit time for the producer & is the func- 
tion ¢, of the second part of this paper. The total cost of produc- 


*V. Pareto, op. cit., p. 633; L. Walras, op. cit., p. 371. 
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tion for the interval of time ¢, to ¢, is the definite integral of this 
quantity with respect to ¢ with limits ¢, and ¢,. Hereafter, we 
shall simplify notation by calling the cost of production ¢,,. 

In a similar way, the cost of production of u ,.,dt of the serv- 
ice ay is: 


(n=1, 2,...,M) 


IV any Uany dt = CausrPutanr dt 
(IV) PanyYan p> aun Puta (vex, 2,...2+w+y). 


=r 


Hereafter we shall call this cost of production 4¢,,, for 
brevity. 

Walras and Pareto do not introduce the rates of production 
directly into their equations, and hence these four systems of 
equations are sufficient to insure a general equilibrium in the 
sense of Walras or Pareto. In the new dynamic theory, how- 
ever, we allow the demand and supply to depend explicitly upon 
rates of production, and must therefore seek new equations for 
determining these variables. 

13. The maximum profit concept—It seems that the logi- 
cal way to determine the xr-+-ws-+-yq variables defining the 
rates of production of the xr-+-ws--ygq producers of services and 
the v variables representing the rates of production of the v pro- 
ducers of commodities is by my concept of dynamic competi- 
tion.** This hypothesis states that each producer attempts to 
determine his production so that his net profit in terms of the 
commodity C is as large as possible over an interval of time ex- 
tending from an initial time, ¢,, to a final time, #,. 

For the commodities, the net profit per unit time will be 
(Duk Usk —,s), Which is the difference between the cost of pro- 
duction and the selling price of u x units of the commodity. The 
profits realized by the producers of commodities are then 


(u=1,..m—t1) 


(R=1,.. 2). 


9 
Tuk = f (Puktyr = uk) dt 


* C. F. Roos, op. cit. 
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Similarly, the respective profits of the producers of serv- 
ices are: 


by 
r= (Pp thane — Pann) dt (k=1, y Pars x) 
to 
fy 
(V) rom f (Pantano — Pano) at (o=x+ T, eee. x+w) 


ty 
rem f (PanUane — Pane) dt (e=x+u+ I,-- x+wt+y) . 


These v-+-ws-+-xr-+-yg equations representing profits of pro- 
ducers give rise to the fifth group of equations descriptive of a 
general dynamic equilibrium of the economic system. The fifth 
group of equations are the conditions which must be satisfied in 
order that the profits be as large as possible. They are extremal 
conditions in the calculus of variations.** 

If we use the second and third group of equations to elim- 
inate the 2(m--n—1) variables O,,, O,, D.,, D,, the problem 
reduces to a problem in the calculus of variations of a type simi- 
lar to that discussed in the third section of this paper, but in- 
stead of there being only a single functional equation relating 
the rates of production and prices, there are now several such 
functional equations. If we perform the indicated elimination 
and accept the concept of maximum profit, we can state the 
general problem briefly as follows: 

Given the end times ¢, and ¢, and the end-values of the prices 
and rates of production fixed at ¢,, choose the prices p,, and p, 
and the rates of production %,4, tan, » Ueno) » + Uane Aefining a 
curve I' in the hyperspace tk, Wane, Mano) + Uane» Pan» Pu, t Satis- 
fying the reduced functionals of demand 


t 
Gy (tyr, Upky +++ Pany Dany +» Puy Pus t) -{ P (tyr, Mighy » + Pan; Pan, . 
° 
Pus Piss 1, t)dr 


t 
bili. 322th he Pray (yr 


(n=1, 2,..), (u=1,..m—1) 


*C. F. Roos, “Generalized LaGrange Problems in the Calculus of Varia- 
tions.” 
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such that the integral z,,, is a maximum when z,,, alone is al- 
lowed to vary with ~,, . . Pn-: and P,,, and such that z,, is a 
maximum when w,, alone is allowed te vary with f,, . . py-s, 
and Pay. 

This is a problem in partial maxima of integrals of a type 
which I have already considered.” 

The functions w,,, etc. are to be determined from the Eu- 
lerian equations, which are necessary conditions for a solution 
of this problem in the partial maxima of integrals. 

To the reader who is familiar with the mathematics of the 
calculus of variations it is quite evident that the resulting prices 
and rates of production need not necessarily cause all of the 
profit integrals to be a maximum. In fact, the competition of 
competitors who have the most favorable cost functions may 
reduce the price to the point where one or more competitors must 
operate at a loss. In such a case there inevitably results a reor- 
ganization to reduce costs or bankruptcy. 

14. Summary of results—It seems to be incorrect except in 
special cases to write the demand for a commodity as a func- 
tion of the price alone of that commodity, or even as a function 
of the prices of several commodities. The demand depends upon 
the price, the rate of change of price, and upon the cumulation 
of these effects. In some instances it may even depend upon the 
rates of production, the acceleration of the rates of production, 
and upon the cumulation of these effects. The general demand 
equation must then have the form 


t 
G(tr, Ui, ... + thay ny P, P', = { P( tz, 61, . . thny thn, P, P', t, 7). 


If the demand depends only slightly upon the cumulation of 
effects, we are justified in writing P=O. We then obtain a first- 
order differential equation of demand G(u;, uj, . . . tn, Uny P; 
p,’ t)=0 as given in the second part of this article. All of the 
demand equations suggested up to this time by economists are 
special cases of this latter general type of equation. 


* Ibid. 
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The time variable has been introduced directly into the equa- 
tions defining general equilibrium, and it is shown that a dy- 
namic equilibrium results. If we add the equation ¢=#,, the 
equations defining dynamic equilibrium become equations de- 
fining static equilibrium at the time ¢=¢,. The dynamical meth- 
ods of trend ratios and of link relatives are special cases of the 
problem discussed in this paper. 

In addition to the foregoing departure from the theory of 
Walras and Pareto, I have given the concept of maximum profit 
over an interval of time. 

The coefficients of production as given by Pareto have been 
taken as functions of rates of production, prices, and time. At 
any instant ¢=#, they are similar to the coefficients of Pareto 
except that they are more general, inasmuch as they have been 
taken as functions of prices. When the rates of production of 
commodities and services are introduced explicitly into the equa- 
tions of equilibrium, it is found that there are not enough equa- 
tions to determine all of the variables defining the system. 

In order to determine these additional variables, I have in- 
troduced the maximum profit concept over an interval of time, 
which states that each producer determines his rate of produc- 
tion so that his net profit is as large as possible. This concept 
gives rise to a set of equations which are the analogues of the 
Eulerian necessary conditions in the calculus of variations. 
These equations and the generalized equations of Walras as 
given in Part IV of this article are sufficient in number to de- 
termine all quantities as functions of the time. At any instant 
t=t, these quantities become the absolute quantities so familiar 
to the economist. 

The theory as given in this paper is capable of quantitative 
verification for special simple problems. It is important to no- 
tice, however, that producers can hardly be expected to solve 
such a difficult problem by a cut-and-try method and obtain the 
correct solution. We should not therefore expect too close an 
agreement between theory and observations. 

This does not mean that we cannot use the theory to deter- 
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mine how to vary prices and production so that profits will be 
as large as possible. 

15. Further extensions ——The mathematician will be inter- 
ested in the problem when it is not possible to perform the elim- 
ination suggested in paragraph 13. 

The latter part of this paper is a possible foundation upon 
which to build an extensive dynamic theory of wages. 

It would be worth while to develop the theory for a demand 
function of the type 


S t 
du=apto Sane EEN | ex’) b(r)dr 
where a, 5, a, 8, y, #, A, x are constants. As a first approximation 
to a cost function, we might suppose the coefficients of produc- 
tion to depend linearly upon prices, rates of production, and 
time. 

If the analysis of the third part of this article were applied, 
there would result certain extremal curves defining the price and 
rate of production as functions of the time. Curves of the same 
type as the extremal curves should be used for approximating 
the price time and rate of production x time curves instead of 
polynomials, as is now usually done. 

Since writing this article, I have written three other articles 
bearing on the same general subject. One of these, entitled “A 
Dynamical Theory of Economic Equilibrium,” Proceedings of 
the National Academy of Sciences, May, 1927, is a generaliza- 
tion of Part IV of this paper. The other two deal with the prob- 
lem of depreciation. See ‘““The Problem of Depreciation in the 
Calculus of Variations,” Bulletin of the American Mathematical 
Society, not yet published, and ““A Mathematical Theory of De- 
preciation and Replacement,” American Journal of Mathemat- 
ics, not yet published. 
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ELEVEN YEARS OF COMPULSORY INVESTIGATION 
OF INDUSTRIAL DISPUTES IN COLORADO 


I. INTRODUCTION 


Compulsory investigation of Colorado industrial disputes be- 
gan with Ludlow. This tragedy of April 20, 1914, which fol- 
lowed upon the heels of many bitterly contested struggles in 
mines and smelters, brought the widespread conviction that, at 
any cost, industrial warfare must end.* At the suggestion of 
W. L. MacKenzie King, who had been brought to Colorado by 
John D. Rockefeller, Jr.,* a law was passed in 1915,*° modeled 
in the main after the Canadian Industrial Disputes Investiga- 
tion Act. In brief, practically all Colorado industrial disputes 
which involve four or more men must under this law be held 
completely in abeyance while an appointive industrial commis- 
sion of three holds hearings and renders a decision.* Thus the 
right to strike or lockout has been even more limited than in 
Canada, where disputes in public utilities and mines alone were 
until recently subjected to a similar limitation. Though the de- 
cisions of the Commission, once rendered, are not binding, se- 
vere penalties are provided for strikes or lockouts which occur 
before the Commission’s work is concluded. 


*A strike of the coal miners of Southern Colorado resulted in a battle at 
Ludlow between miners and the militia. The strikers’ tent colony was burned, 
and nineteen inmates, including eleven children, lost their lives. Two thousand 
federal troops were sent by President Wilson to restore order. The strike was 
called off on December 17, 1914. 

* Mr. MacKenzie King, who had previously been Minister of Labor of Can- 
ada, was primarily concerned with the establishment of the “Rockefeller Plan” in 
the Colorado Fuel and Iron Company steel plant and mines. 

* The enactment of this measure was strenuously opposed by organized la- 
bor. It carried, however, through support given by legislators to the workmen’s 
compensation provisions, included in the same bill. (Statement of John E. Gross, 
secretary of the Colorado State Federation of Labor, July 19, 1926.) 

* The law contemplates that such decisions shall ordinarily be rendered with- 
in thirty days after notice is given. 
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Eleven years have passed since the enactment of this Colo- 
rado law. During these years, Colorado, in common with other 
states, has encountered such complex and varied industrial prob- 
lems that sufficient evidence is at hand to draw certain tentative 
conclusions concerning the success of compulsory investigation 
as applied in an American state. With this in mind, an analysis 
has been made of the compulsory-investigation features of the 
Colorado Industrial Commission Act. This section is followed 
by a description of the Commission and a summary of its opera- 
tions during the period 1915-26. Through the courtesy of the 
Industrial Commission the case records in its office have been 
drawn upon to give an indication of the wage philosophy devel- 
oped during the eleven years and the success of the Commission 
in handling large disputes. The survey closes with an appraisal 
of the work of the Commission. 


II. THE COMPULSORY-INVESTIGATION FEATURES OF THE 
COLORADO INDUSTRIAL COMMISSION ACT 


The significant sections of the Industrial Commission Act, 
as it applies to industrial disputes, are summarized below. 
The law, as here stated, includes the 1921 amendments, which 
were added to clarify the language of the Act and to make more 
specific the powers of the Commission.’ Compulsory investiga- 
tion under this enactment has been declared to be constitutional 
by the Supreme Court of the State of Colorado: “There is no 
involuntary servitude under this Act. Any individual workman 
may quit at will for any reason or no reason. There is not even 
prohibition of strikes. The only thing forbidden is a strike be- 
fore or during the Commission’s action.”® The question of con- 
stitutionality has not been brought to the attention of the United 
States Supreme Court. 

1. Appointment and qualifications of commissioner:.—The 
Industrial Commission of Colorado is composed of three mem- 
bers appointed by the governor for a term of six years at a 

* Chap. clxxx, p. 562, Session Laws of 1915, as amended by Senate Bill 314, 
Twenty-third General Assembly of the State of Colorado, 1921. 

* Colorado Reports, LXX, 273. 
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salary of $4,000. Necessary expenses are provided for. Not 
more than two commissioners may belong to the same political 
party. One commissioner is designated as the representative of 
the employers, one as the representative of the employees, and 
the third presumably (although it is not specifically stated) is 
to represent the “public.” Terms are so arranged that one com- 
missioner’s appointment will expire every two years (Section 5). 

2. Jurisdiction of the Commission.—All disputes concern- 
ing wages, hours, or working conditions which involve four or 
more men are placed under the jurisdiction of the Commission, 
except that specific exemption from the operations of the act is 
given domestic servants, farm laborers, elective officials, and 
members of the National Guard’ (Sections 4 and 29). The juris- 
diction of the Commission continues until after a final hearing 
and award or until a prior voluntary termination. Notification 
is provided for: “(Employers and employees shall give to the In- 
dustrial Commission and the one to the other at least 30 days 
prior written notice of an intended change affecting conditions 
of employment or with respect to wages or hours.” Investiga- 
tion and award are to be made “without unnecessary delay.” It 
is unlawful for any employer to declare a lockout or for any 
employees to go on strike before the Commission terminates 
jurisdiction even if the Commission fails to file an opinion within 
the thirty-day period (Section 30).* When, however, the award 
is made, the dispute is turned over to the contestants unless both 
parties had previously selected the Commission as arbitrator, in 
which case the decision of the Commission is considered binding 
(Section 31). No rehearing will be granted in any case unless 
both parties have agreed to be bound by the award (Section 31). 

"The Commission has also refused to enter disputes for the settlement of 
which the federal government has set up an interstate agency. Case No. 563, 
Moffat Ry. Employees vs. Denver and Salt Lake Ry. (February 24, 1921). 

*It is lawful for an individual to quit work, if such action is not taken in 
concert as a part of a strike. Likewise, an employer may discharge an employee, 
if this is not as a part of a lockout. Furthermore, a vague provision holds “that 
nothing in this act shall prohibit the suspension . . . . of any industry or any 


part of the activities of an industry for any cause not constituting a lockout” 
(Section 30). Under this clause an employer may apparently find shelter. 
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Furthermore, any party dissatisfied with a decision may, within 
sixty days, appeal to the state courts (Sections 37, 38, and 39). 

3. Procedure of the Commission.—Once notice of an in- 
tended change is filed with the Commission, arrangements are 
made for a hearing (to be held within forty days) (Section 35). 
The Commission is empowered to summon witnesses, to exam- 
ine them under oath, to order the submission of books and docu- 
ments, and to admit all evidence, whether strictly legal or not 
(Sections 18, 21, 22, 23, 24, 25, and 28). Deputies may be sent 
to examine the books of employers involved in disputes and to 
visit places of employment (Sections 20 and 21). The wording 
is sufficiently indefinite to allow deputies to attend union meet- 
ings during disputes (Section 20).° 

Hearings are to be informal, so as to “ascertain the substan- 
tial rights of the parties and to carry out justly the spirit of the 
Act” (Section 22). Nowhere in the Act appears any indication 
of what the “substantial rights of the parties” might be. The 
commissioners are left to rely upon their own judgment. After 
each party has been given the opportunity to offer its testimony 
through its own representatives and to refute the testimony of 
the opposition, and after all of the witnesses called by the Com- 
mission have been heard, a decision is handed down. This deci- 
sion of the Commission includes “(1) its findings upon all the 
facts involved in a controversy and (2) its award, which shall 
state its determination as to the rights of the parties” (Sections 
35 and 36). 

4. The “teeth” of the act——The act provides severe penal- 
ties for disobedience. The co-operation of the state courts, of 
the attorney-general, and of the district attorneys of the coun- 
ties and districts is given the Commission to mete out speedy 
justice to all offenders (Sections 16, 37, 38, 39, 40, 42, 47). 
Many provisions of this nature were added in 1921 to meet pos- 
sible contingencies.*° 

Illustrations of the penalties which may be imposed follow: 


* This point is greatly emphasized by trade unionists. 
* Some difficulty hid been encountered, prior to 1921, in compelling the ap- 
pearance and testimony of witnesses. 
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For failure to give access to records, not less than $50 a day 

Section 21); for striking within the prohibited period, not 
more than $50 for each day on strike or six months’ imprison- 
ment, or both (Section 33); for inciting, encouraging, or aiding 
such a prohibited strike, not more than $1,000 a day or six 
months’ imprisonment or both; for locking out employees, not 
more than $1,000 a day or six months’ imprisonment or both 
(Section 33); for failure or refusal to testify or produce books, 
not more than $100 a day or thirty days’ imprisonment (Section 
43); for refusal to obey a lawful order of the Commission, not 
more than $100 a day (Sections 44 and 45).™ 


III. THE COMMISSION AND ITS OPERATION 


From the foregoing summary it is apparent that the Com- 
mission is given wide-reaching powers in the control of indus- 
trial disputes. How have these powers been used? The answer 
to this question will involve a statement of the membership of 
the Commission, the procedure followed, and the history of 
actual cases. 

During the eleven years the act has been in force, in all, 
eight commissioners have been in office. The present board, 
composed of William I. Reilly (chairman), Joseph C. Bell, and 
Thomas M. Annear, has continued for more than three years. 
Inquiry as to the general character of appointees has revealed a 
wide difference of opinion. Reasons for appointment have been 
expressed in these terms: political, hold-over, alternate to the 
other political party, capable lawyer, deserving citizen. All crit- 
ics were, however, unanimous in the belief that reasonably capa- 
ble men had been secured, though organized labor has never felt 
that its representative on the board has had the interests of the 
worker at heart. 

Although the threefold classification is used in the selection 
of commissioners, members of that body urge that this method 
is important only in determining a man’s background. “In con- 
ference we are not conscious of any striking cleavages or diver- 


“This provision covers disobedience to injunctions obtained by the Com- 
mission. 
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gent interest. We try to get at the facts in each case in informal 
fashion and to arrive at what is just under the particular circum- 
stances. When everything is threshed out, there is seldom a dis- 
senting vote in the Commission.’””” 

An attempt is made, below, to analyze the record of the 
Commission. Table I shows by years the number of controver- 
sies handled, the number of workers and employers involved, 
and the number of strikes and lockouts. As accurately as it was 
possible to determine the facts, the decisions of the Commission 
have been divided between those favoring labor, those in which 
the employer secured the advantage, and those settled by mu- 
tual agreement or compromise. The last-named group includes 
those in which both parties authorized the Commission to act as 
arbitrator. In interpreting the awards, the reader will recall 
that, except in cases of arbitration, a favorable decision does 
not necessarily mean a victory for the favored party. Either 
contestant may refuse to abide by the result. 

In preparing the table, the writers found considerable am- 
biguity and incompleteness in the case descriptions. No two of 
the reports are alike in order or kind of data or in the totals 


given. It is patent that on the basis of the case reports alone 
varied conclusions could be drawn. Thus, “settlement awarded 
by the Commission” means nothing; but “settlement: employ- 
ees awarded 25 per cent of wage demand, denied reduction of 
hours” is somewhat more definite. “Settlement, mutual agree- 
ment” may only be taken as an unexplained compromise.** In 
the absence of an appropriation, no report was published in 


1925. 

The foregoing table clearly indicates the prominent part 
played by the Commission during the years 1915-24. Industrial 
disputes brought before the Commission annually involved be- 


* Statement of a commissioner. 

* It would have been interesting to know definitely the results of Commis- 
sion arbitrations. Since, however, such decisions are listed with settlements by 
undisturbed mutual agreements, this is not possible. Some indication of the sig- 
nificance of the latter item is given by the statement of the Commission: “Prob- 
ably 75 per cent of the industrial cases are settled without the necessity of the 
Commission holding a formal hearing” (Sixth Report, p. 149). 
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tween 18,000 and 28,000 of the Colorado workers. A total of 
76,461 were employed in 1924."* 

Only in 1924 had the work of the Commission appreciably 
lessened. Equally apparent is the decline in the number of 
strikes and lockouts. Such stoppages, so prevalent in the earlier 
years of the Commission’s activity, have been greatly reduced. 
Whether this decline has resulted from an increased respect for 
the Commission’s decisions, from a lessening of the challenge of 
organized labor, or from a more stabilized wage situation is a 
matter of conjecture. 

Several qualifications have already been noted relative to 
the interpretation of the Commission’s decisions. Such awards 
have, in numbers, tipped slightly to the side of labor. This state- 
ment should not, however, be construed as carrying any implica- 
tion concerning the fairness of the awards. No measure is given 
of the effect of the decisions on real wages. It would be self- 
evident that, on a rising price level, decisions might be in favor 
of higher wages and still be unfair tolabor. Similarly, in a period 
of price declines, decisions might be handed down which would 
be regarded as favoring employers but which would, in reality, 
leave real wages at high levels. The table is, in short, inconclu- 
sive as to the justice of decisions. It will be noted in Table I, 
however, that when prices were rising and labor was seeking ad- 
vances in wages, most of the decisions were favorable to labor. 
On the other hand, in 1921, when there was business depression 
and prices were falling, the contrary was true. 


IV. WAGE PRINCIPLES AS DEVELOPED BY THE COMMISSION 


If, then, it is impossible to judge the activities of the Com- 
mission on the basis of the statistical records furnished, one is 
left to rely upon a study of the individual awards. With this in 
mind, the file of the Commission has been examined, the effort 
being to discover the principles upon which decisions have been 
based. Enough records were at hand relating to the larger dis- 
putes to make detailed consideration of these cases possible. 

It is immediately apparent that no one guide has been used 


* Nineteenth Biennial Report, Colorado Bureau of Labor Statistics, 1923-24. 
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by the Commission in the settlement of wage controversies. 
Rather, no less than five factors have been at times recognized: 
(1) the cost of living; (2) the profitableness of the industry; 
(3) the possible effect of the wage change on the consumer; (4) 
the wage situation in the same industry in other states; (5) pay- 
ment in occupations requiring an equal degree of skill. Of these, 
the Commission feels the cost of living to be the most impor- 
tant.** 

1. In order to arrive at a basis for the determination of the 
cost of living, the Commission has prepared its own budget. 
This budget estimates the expenses of a family of five—un- 
skilled laborer, wife, boy, thirteen, girl, ten, and boy, six—at the 
minimum-of-subsistence level.** From these estimates index 
numbers have been prepared which purport to show monthly 
changes in the cost of living since 1914. To quote the Commis- 
sion: “The information thus obtained . . . . has been used 
extensively . . . . where an increase in wages has been asked, 

. and the Commission was thus enabled to decide these 
matters accurately and scientifically.*’ 


Unfortunately, the estimates of the Commission have proved 
to be neither accurate nor scientific in method. As the printers 
have well pointed out in their study of the problem: “The Com- 
mission’s estimate of the increase in living prices in Denver 
since 1914 is obtained by methods so different from those used 


* Hiram E. Hilts, former chairman of the Commission, has stated: “All 
wage changes are based primarily on the cost of living. When wages went up, 
changes in the cost of living as shown by the index numbers of the Commission 

. were considered very seriously and wages were granted in accordance with 
the increased cost of living. Later it got to the old thing of supply and demand 
and wages went way beyond. When this condition came about, while we figured 
the costs, the actual reason for the advances was shortage of labor and the ability 
of the men to get what they asked. The only time when the Commission would 
not approve of a wage agreed upon between employer and employees would be 
when it was thought by the Commission to be injurious to the public interest.” 
(Elma B. Carr, The Use of Cost-of-Living Figures in Wage Adjustments, U.S. 
Bureau of Labor Statistics Bulletin 369, p. 132). 

* The budget is adapted from one prepared by the Bureau of Public Service, 
New York City. See Second Report of the Industrial Commission of Colorado, 
Ppp. 102-6, 

* Ibid., p. 102. 
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by reputable authorities that its results are entirely unworthy 
of consideration and lay the Commission open to the charge of 
determining first the results wanted and then arranging the 
figures to conform.’”* 

Happily, the Commission has been as lax in applying its 
statistics as it was in compiling them.*® Most awards have con- 
tained only an apparent guess at the changes in the cost of liv- 
ing. Moreover, other factors have played a prominent réle in 
shaping the decisions.*° 


* Brief of Denver Typographical Union No. 49, September, 1923. In addi- 
tion to the carefully prepared analysis of the printers, reference may be had to 
the figures of the National Industrial Conference Board and of the United States 
Bureau of Labor Statistics. In December, 1924, for example, the Commission 
listed the following monthly budget: Rent, $14.45; carfare, $3.78; food, $40.79; 
clothing, $23.85; fuel and light, $4.54; health, $2.08; insurance, $1.91; and sun- 
dries, $6.67. Total, $98.07. Parallel columns indicate the changes in the cost of 
living recorded by the Commission and by the United States Bureau of Labor 
Statistics between December, 1917, and December, 1924. 


Colorado 
Industrial U.S. Bureau of 
Commission Labor Statistics* 

(Per Cent) (Per Cent) 
Rent c- ee Se +84.0 
Food ‘ . . ‘ - — 7. — 78 
Clothing i eos ie +15.1 
Fuel and light . é ‘ +24.0 +25.4 
House-furnishing goods . not listed +24.2 
Other items . . . . +23.9 +35.6 


“Figures from The Cost of Living in the United States, 1914-26, National Industrial Con- 
ference Board, pp. 176-77. It is clear that such variations as those shown for rent and clothing 
require explanation. The solution is found when one observes that the rent figure of the Com- 
mission remained fixed at $9 a month from January, 1914, to April, 1918. After a year of inde- 
cision, successive spurts brought the estimate to $14.45, where it has rested undisturbed since 
November, 1921. In contrast to this, one notes the distinct monthly changes recorded by the Bu- 
reau of Labor Statistics (Cost of Living in the United Stgtes, 1914-26, National Industrial Con- 
ference Board, pp. 176-77); also the material shifts in the rent estimates of the Conference 
Board (ibid., pp. 186-87). As for clothing, a similar explanation may be made. Estimates of 
the Commission have, since 1914, frequently remained unrevised for more than a year. (The 
figure for December, 1924, has continued since December, 1922.) Moreover, most curious ad- 
vances are recorded: In February, 1919, a 12 per cent increase in — price was noted 
after five months of complete stability. The February price held without change until july, 
1919, when an abrupt 30 per cent advance is registered. A wholly different impression 0 the 
price movement of clothing is gained from the United States Bureau of Labor Statistics figures 
(ibid., pp. 176-77). 

“The present Commissioners express regret that sufficient funds are not 
available to permit of more searching analyses of the cost of living. W. I. Reilly, 
chairman of the Commission, has stated that the cost-of-living figures have pri- 
marily been used as a guide (Carr, The Use of Cost-of-Living Figures in Wage 
Adjustments, p. 132). 

* An excellent analysis of the indefinite method of applying the cost of liv- 
ing to Colorado wage decisions appears in chapter iii of Elma B. Carr’s The Use 


of Cost-of-Living Figures in Wage Adjustments, pp. 132-39. 
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2. Among the other considerations to which weight is at- 
tached, the profitableness of the industry is outstanding. Thus, 
in the appeal of biscuit workers who wished an advance because 
of an estimated 30 per cent increase in the cost of living, it was 
held: 


Whenever . . . . the Commission finds that a concern or industry is 
in such a state that to increase the wages would drive the concern out of 
business . . . . it is the duty of the Commission not to recommend the in- 

Whenever the Commission finds a business prosperous and 
able to pay better wages, it is likewise the duty .... to favor... . that 
increase. 

It has been shown that the increase in the price of lard and flour since 
1910-11 [have been] 45 per cent, while the prices for the output... . 
have but slightly increased. The plain truth is that the business will not at 
this time justify any increase in wages. These wages are small as compared 
to those paid in many other industries. We hope that conditions may change 
so that the employees and employers may reap a fair reward 


In the mailers’ case the Commission went even farther. 


Here it denied an increase in wages because, with the increased 
cost of paper, the Rocky Mountain News could not afford to pay 


its mailers a higher wage. Yet the Denver Post, which, because 
of its large circulation, was chiefly concerned, was admittedly 
making large profits.” Another approach of the Commission to 
the profits question is seen in a decision in 1922 reducing the 
wages of certain metal miners to $3.75 a day. 


In justice to the miners who have built their houses and invested their 
money in such communities, it is better that such mines should operate 
.... than that . . . . such permanent and good citizens of this state be 
left without employment in the vicinity of their houses and investments.”® 


Despite the anxiety of the Commission that profit be insured 
to all operating concerns, no thoroughgoing examination of the 
books of a company has yet been made under its direction. Lack 


™ Merchants Biscuit Co. vs. Bakery and Confectionery Workers, Local 422, 
July 1, 1916, File 23. This principle was also upheld in Hallock and Howard 
Lumber Company vs. Employees, File 9:7, and in Cooks and Waiters Local 43 
vs. Employers, Pueblo. 

* Mailers’ Union No. 8 vs. Post Publishing Co. et al., December 15, 1926. 

* File 878, Ibex Mining Co. et al. vs. Employees, March 6, 1922. 
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of funds is given as the explanation.** Apparently the state- 
ments of the employers have been relied upon. 

3. Ina few cases attention has also been given by the Com- 
mission to the interests of the public in the wage question. Thus, 
when the coal operators and miners agreed in August, 1922, to 
the adoption of the “Cleveland Scale,” the Commission reluc- 
tantly gave up jurisdiction of the case: “It is unfair to the peo- 
ple of the state, and particularly to the laboring people who have 
accepted a decrease in wages . . . . that the cost of living be 
increased at this time by an increase in the cost of coal.”** Again, 
public interest is mentioned in granting an increase to common 
labor employed by the Colorado Fuel and Iron Company.” 
This time, however, the Commission held that the public was 
not adversely affected.” 

4. The wage situation in the same industry in other states 
forms a consideration to which the Commission frequently calls 
attention. That body has stoutly contended that Colorado in- 
dustry should not be penalized in interstate competition by an 
excessive wage scale. One illustration will suffice: 

It [the Merchants Biscuit Company] spends large sums of money for 
Colorado lard, for Colorado sugar If this commission is to put itself 
on record as recommending that a Denver manufacturing industry already 
paying higher wages than are paid by its competitors [grant an increase], 
it will do more to prevent the building of manufacturing establishments 


than any other committee appointed to secure these industries could over- 
come. It is a concern we ought to be proud to assist rather than injure.** 


As a result of this position of the Commission, companies 
with strong interstate competition (or those which have out-of- 
state plants) have been alert in calling attention to low wages 
prevailing in other states. The packing-house decision of 1921 


* Statement of Commissioner Thomas Annear. 

* Files 932 f. These cases involved companies producing go per cent of 
Colorado coal. 

* File 936. 

* See also the coal cases, Files 780 f. 

* Merchants Biscuit Company vs. Baking and Confectionery Workers Local 
422, File 23, July 1, 1916. 
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was the ratification of the Chicago scale; ** the coal decisions of 
1925 pointed to Texas, Oklahoma, and Alabama as competitive 
areas (conveniently ignoring the central competitive field) ;*° 
and in other instances out-of-state competition has been taken 
into account.** 

5. In a few cases definite attention has been given to wages 
paid in occupations requiring a similar degree of skill. The out- 
standing illustration is that of the sheet metal workers, who 
were given a $1.00 a day increase, not because the advance was 
considered fair, but because other building crafts had, by bar- 
gaining power, already raised their wages out of line with those 
of the sheet metal workers.*? The same principle has also been 
applied when reducing wages. Thus, in a coal case,** it was held 
“that the wages now paid employees in the mining of coal in 
this state are greatly in excess of the wages paid employees of 
like skill and ability engaged in other industries, and that the 
wage reduction proposed [1917 level] is not at this time unrea- 
sonable or unjust.” 

Skill is of course difficult to define. Naturally, it is the prac- 
tice of petitioning workers to picture vividly the difficulties of 
their tasks.** On the other hand, employers minimize the skill 
required of the men. From the statements of contestants the 
Commission arrives at its decisions. As yet no occupational 
analyses have been prepared. 

Coupled with wage disputes, other vexatious problems have 
been encountered. One of these, the closed shop, has been han- 
dled indecisively. It appears that the Commission either be- 
lieves this issue outside of its jurisdiction or holds the practice 

* Colorado Packing and Provision Company and Swift and Company vs. 
Employees, File 734, November 23, 1921. 

” Files 1190 and rror, April 13, 1925. 

* See, for example, File 71, Mill Workers vs. Mill Owners, November 2, 1916. 

* File 1025, Sheet Metal Workers vs. Contractors. 

* Aztec Coal Mining Co. vs. Employees, File 815, January 30, 1922. 


“Thus the sign and pictorial painters (L.U. 1045) described their work: 
“The members of [this] craft are very skilled men and it is necessary for them 
to study and practice evenings in order to be efficient at their trade; that the 
journeymen are not merely workmen, but are artists” (File 1196, May 1, 1925). 
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to be undesirable.** Another bone of contention, that of allow- 
ing workers to be represented by agents of their own choosing, 
is nevertheless decided in favor of the unions.** Limitation of 
output” and jurisdictional disputes** are outlawed. The refusal 
to use materials made by non-union labor is termed “unfair and 
unreasonable, inasmuch as it is punishing an employer who has 
been friendly with, and fair to, members of [organized labor].”** 
Any attempt by employers to victimize “disturbers” among 
their employees is likewise forbidden. Thus, during the wave of 
wage reductions in the coal fields, many employees who were 
discharged for refusing to sign the reduction agreement were 
ordered reinstated with payment for the time lost.*° 


V. THE HANDLING OF LARGE DISPUTES 


One important test faced by the Commission has been the 
handling of large disputes or those in which a powerful em- 
ployer or well-organized union has been involved. Have such 
disputes become less numerous and less bitter? 

In this connection the influence of the Rockefeller Plan 


should be noted. That plan was designed “for the purpose of 
maintaining and further developing harmony and right under- 


*“The Commission has no jurisdiction over the question as to whom an 
employer shall select as his employees, so long as discrimination is not shown 
against a particular class of employee, nor the laws of the State violated” (Local 
Union 930, Glass Workers and Glaziers vs. Employers). In the miners’ case 
(Subdistrict No. 1, U.M.W. vs. Herrick Mine et al.) the decision was definitely 
against the closed shop and check-off. 

* Local Union No. 1, Interunion of Steam and Oper. Engineers vs. Employ- 
ers, April 6, 1925. 

* Denver Master-Builders vs. Employed Crafts, Files 517, 522, 530, 553, 
March 26, 1921. 

* McElhinney Tile and Marble Co. vs. Brick Makers and Plasterers Int. 
Union No. 1. The men were ordered back to work (November 26, 1921). 

* Journeymen Stone Cutters Assoc. of N.A. vs. Fernald and Walton, File 
1149, September 4, 1924. 

“ See File 1219, Employees vs. Calumet Coal Company, June 10, 1925, and 
File 1263, Clayton Coal Company vs. Employees, August 11, 1925. The rule was 
not consistently followed. See, for example, Case 688, in which the Nuckolls 
Packing Company discharged, without penalty, those refusing to sign a wage 
reduction agreement. 
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standing within the Colorado Fuel and Iron Company.”“ Un- 
der it many anticipated that industrial peace would obtain be- 
tween the Company and its 12,000 employees. If such were the 
case, the Industrial Commission of Colorado would be relieved 
of handling disputes involving more than 15 per cent of the 
labor force of the state, a group which had previously formed 
the center of the frequently occurring and bitter conflicts. 

Ben F. Selekman and Mary Van Kleek** have ably pointed 
out the benefits and limitations of the Rockefeller Plan as it 
operated in the period 1915-22. Though they view the plan as 
an “incomplete experiment,” acknowledgment is made of the 
improvement of relationship between managerial officers and 
workers. Disputes in the Company’s mines and plants have 
been numerous but less bitter. While troops have been called 
out during strikes, rioting has been almost unknown. Little use 
has been made of imported strikebreakers, and union meetings 
have been more frequently permitted.** It is thus clear that 
much of the credit for bettering industrial relationships in the 
plants and mines of the largest Colorado corporation must be 
accredited to those in the industry itself. 

Since 1915, Colorado has had seven major strikes develop- 
ing out of disputes subject to the jurisdiction of the Industrial 
Commission. Of this number, four have involved the Colorado 
Fuel and Iron Company. The industry most affected has been 
coal. There the challenge of the United Mine Workers has con- 
tinually been felt—first to gain a foothold; later to consolidate 
its gains by recognition and the closed shop; and, since 1921, to 
strengthen its declining power in the state. Three coal strikes 
have occurred, in 1919, 1921, and 1922. A strike was also 
threatened in 1917. 

The part played by the Commission in the coal disputes may 

“Preamble, “Plan of Joint Representation of Employes and Management 
and Procedure in Industrial Relations, Colorado Fuel and Iron Company.” 


“See Selekman and Van Kleek, Employes’ Representation in Coal Mines; 
also, Selekman, Employes’ Representation in Steel Works (New York, 1924). 

“ Conflicting evidence is presented concerning the attitude of the Company 
toward the holding of union meetings. Apparently they are tolerated when no 
serious dispute is in progress (Selekman and Van Kleek, of. cit., p. 285). 
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be briefly summarized. In 1917, hearings were held which union 
leaders, who lacked faith in that body, ignored. The decision 
handed down severely condemned the union for threatening a 
strike during war time, and held that the Commission had no 
jurisdiction over the question of the recognition of the union.“ 
Owing to the attitude of the International Executive Board of 
the United Mine Workers, no strike followed this decision. 

On November 1, 1919, District No. 15 (Colorado and New 
Mexico) of the United Mine Workers joined the nation-wide 
bituminous coal strike. The Industrial Commission of Colorado 
(which had not received thirty days’ notice) ineffectively began 
prosecutions of the miners. The state militia was called out to 
prevent picketing and to guard the mines. On November 11, as 
a result of the Anderson injunction, the strike was called off in 
District No. 15. Following this unsuccessful conclusion, the 
Colorado Fuel and Iron Company was accused of victimizing 
union leaders, and another suspension was threatened. The In- 
dustrial Commission stepped in, and, after an injunction issued 
against the mines, brought the contestants into an inconclusive 
hearing.*® The success of the protest in the central competitive 
field, nevertheless, brought the acceptance of a 14 per cent in- 
crease by Colorado operators.“ 

Peace then reigned in the industry until September, 1921, 
when the Colorado Fuel and Iron Company attempted to cut 
wages to the 1917 level in a number of its mines. A strike imme- 
diately followed, and on September 10, 1921, the Industrial 
Commission ordered the restoration of the old scale pending a 
hearing. In a decision of November 4, 1921, the Commission 
held that the reduction had been made in good faith under the 
industrial-representation plan of the Company; also that coal 
miners were being paid more than they deserved, considering 


“ Selekman and Van Kleek, op. cit., p. 283; also see above, p. 13. 

“See Third Report of the Industrial Commission of Colorado, p. 107; also 
Selekman and Van Kleek, op. cit., chaps. xiv and xv. 

“In 1920 Colorado miners, along with those in the central competitive field, 
received an additional increase of 13 per cent under the auspices of the United 
States government. 
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their skill and training. The reduction was accordingly put into 
effect on November 17, 1921, causing an immediate walkout of 
many employees. Martial law was declared in Huerfano Coun- 
ty, a leading mining district, although no violence had featured 
any strike since Ludlow.*’ Prosecutions of strikers were com- 
menced by the Commissioner and the strikes collapsed. 

In April, 1922, District No. 15 again responded to the na- 
tion-wide strike call of the United Mine Workers. This strike 
was ineffective, apparently owing to the activities of the “rang- 
ers” and to a tacit understanding with the coal operators that 
Colorado wages would be settled in line with the result in the 
central competitive field. Indeed, in August, 1922, operators 
and miners arranged for the establishment of the Cleveland 
scale in Colorado despite the vigorous protest of the Industrial 
Commission.**® Since 1922, wages in Colorado coal mines have 
for the most part returned to the 1917 level, either by mutual 
agreement or by orders of the Industrial Commission. The 
United Mine Workers has been too weak to make an effective 
protest under the depressed conditions in the coal-mining in- 
dustry. 

Other prominent Colorado disputes, since 1915, include the 
steel strike of 1919 in the Minnequa works of the Colorado Fuel 
and Iron Company, the Denver tramway strike of 1920, the 
printers’ strike of 1921, and the packing-house strike of 1921. 
The steel strike, which was a part of a national walkout, oc- 
curred without interference by the Commission.** This strike, 
involving 6,000 Colorado employees, continued without violence 

“The Governor declared the county to be “in a state of insurrection and 


rebellion” (Selekman and Van Kleek, op. cit., p. 264). Troops were kept in 
southern Colorado for more than a year. 

“See above, p. 12; also Case 932, August 31, 1922. 

“The Commission in its report fails to explain its inactivity. Rather, a 
word of warning is substituted: “Had the employees obeyed the Colorado Indus- 
trial Commission law and given the usual thirty days’ notice, it seems very prob- 
able that the steel strike in this state could have been averted, and the employees 
saved many hundreds of thousands of dollars in wages to themselves and others 
and still have been in a very strategic position with no chance of suffering and 
great economic losses incurred” (Third Report of Industrial Commission of Colo- 
rado, p. 106). 
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from September 18, 1919, until the unions acknowledged defeat 
on January 8, 1920.” 

In the tactics employed, the Denver tramway strike of Au- 
gust, 1920, stands in sharp contrast to the walkout in steel. 
Strikebreakers were imported, and after a bitter struggle, 
marked by violence and bloodshed, the Company won, federal 
troops being brought in to restore order. The Denver Tramway 
Company had, for more than a year prior to the strike, attempted 
to lower the wages of its 1,100 employees. A previous strike 
(July, 1919) had brought an arbitration decision on October 
28, 1919, increasing wages.’ The Company proceeded to a can- 
cellation of the agreement, urging that, with a six-cent fare, the 
higher wage was confiscatory. After a hearing, the Industrial 
Commission concurred in this position (June 1, 1920), but 
asked the city of Denver to increase the fare to seven cents so 
that the wage could be held at the higher level. This request 
was refused. On August 1, 1920, the employees struck, demand- 
ing seventy-five cents an hour. The union acknowledged defeat 
on November 4, 1920. 

Another bitterly contested struggle in Colorado came in 
May, 1921, as a part of the nation-wide efforts of the print- 
ers to secure the forty-four hour week. The Commission sug- 
gested a compromise plan which was not accepted. The strike 
which ensued continued for a number of months and resulted in 
the weakening of the union, a number of the book and job plants 
joining the open-shop group.™ 

A final dispute of outstanding importance was the packing- 
house struggle of December, 1921. The packers of Denver had 
asked for a reduction in wages similar to that proposed in other 
cities. Before a hearing was set, a strike was called by the na- 

” The issues of the strike in Colorado centered in grievances, wages, and col- 
lective bargaining through unions. The eight-hour day had already been estab- 


lished. Selekman, Employee’s Representation in Steel Works, pp. 180, 182, 
183, 186. 


™ The rate, which had previously been 48 cents an hour, was set at 58 cents. 
™ Case 430, July 2, 1920; see also Fourth Report, pp. 113, 114. 


™ Case No. 558, Typographical Union No. 49 vs. Employers of Book and 
Job Shops. 
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tional officers of the Amalgamated Meat Cutters and Butcher 
Workmen, effective December 5. A mandatory writ was issued 
by the district court at Denver which ordered the men back to 
work. Upon their refusal to return, a number were jailed. 

At the first hearing (December 15) the employers were pres- 
ent, together with an attorney for the employees. The hearing 
was continued until December 22, at which time the employees 
did not appear and were not represented. The hearing was 
again continued, this time to December 23. Several union offi- 
cials were subpoenaed; these denied that a strike had been 
called at all, and stated that they were not concerned with the 
wages paid to the packing-house employees, and that they had 
no interest in the union. They claimed that the workers had in- 
dividually quit on December 5 to “take a little rest,” and urged 
that the strike was called at the suggestion of the national organ- 
ization, with only personal or individual action locally. They 
held that under the circumstances neither the district president 
(against whom the mandatory writ had been issued) nor the 
local officers had authority to call or to call off a strike. 

In the hearings the employees failed to offer any co-opera- 
tion or to present an intelligent case. The placing of responsi- 
bility on the national organization and the denial of concerted 
action were generally regarded as smacking of fraud. Neverthe- 
less the workers were, on the whole, successful in this plea. The 
fact remained, however, that by taking this position the leaders 
did not claim to represent the union. This attitude greatly 
strengthened the position of the packers. 

Swift & Company was on hand at the hearings with a statis- 
tician who presented carefully prepared records and charts. The 
Company contended for a reduction of wages on the basis of a 
reduced cost of living, the losses which were being incurred in 
paying the present scale, and the lower wages paid in other in- 
dustries. Labor lost by non-co-operation and default, and “the 
Commission entered an award granting the packers of Denver a 
similar reduction to that made in packing plants of other cit- 
ies,””* 


* Case 732, Swift & Co. vs. Employees. 
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In the packing industry, then, as in the other instances cited, 
the Commission has been unable to ward off an extensive strike. 
It has, however, often impaired the effectiveness of unlawful 
walkouts. But in what large settlements has it been successful? 

The reader will note the absence of any mention of strikes 
in the metal mines. Recalling the contests of earlier days at 
Leadville, Cripple Creek, and Central City, how can the present 
peaceful situation be accounted for? The answer lies more in 
the decay of the industry and in the lack of union organization 
than in the effective work of the Commission. Nevertheless, 
some settlements of consequence in metal mining have been 
made by that body. 

In recent years a number of union groups have also come 
to use the Commission to a greater extent in the handling of 
controversies. This group includes such organizations as the 
typographical union, the bakery workers, the pressmen, and the 
building-trades unions. Certain smaller organizations might 
also be mentioned. Still, as a general rule the successful work of 
the Commission has centered in the cases where the union has 
doubted its ability to strike effectively or where the workers 
have been unorganized. Organized labor has more confidence 
in its economic power than in an appointive commission. 


VI. THE COMMISSION ARGUMENTS, PRO AND CON 


What specific objections to the Commission are voiced by 
its opponents?*® How do champions of the law answer these 
objections? 

In brief, five arguments are presented by the opposition: 
(1) that the Commission, because of its nature, must be biased; 
(2) that that body has shown itself to be incompetent to handle 
complex industrial problems; (3) that trade unionism (and 
effective collective bargaining) is undermined by the activities 

* Frequently unorganized workers have no option but to accept the deci- 
sion; indeed, they may welcome the intervention of the Commission. In a num- 
ber of cases they have been afraid to protest wage cuts. See Cases 464-88, Febru- 
ary 15, 1921. 

* See Involuntary Servitude in Colorado, published by the American Fed- 
eration of Labor. 
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of the Commission; (4) that other methods of settling labor dis- 
putes have by experience shown themselves to be preferable; 
and (5) that the law is an extension of paternalism, and is, ac- 
cordingly, undesirable. 

1. In support of the contention that the Commission is 
biased, opponents urge that no governor has, as yet, appointed a 
man as labor representative who has had the indorsement of 
organized labor. Furthermore, even if this single representative 
were fully to sponsor the interests of labor, the other two com- 
missioners would favor the employers. The public representa- 
tive, in reality, represents a mythical group. Ordinarily he has 
the psychology of the employer. 

In answer to this contention, supporters of the law state that 
only one commissioner is appointed during a term of a governor. 
Furthermore, there are limitations both as to party affiliations 
and as to industrial class leanings. There is no reason to sup- 
pose that, on the average, labor will be more poorly represented 
on the Commission than is the employer. Indeed, the cleavage 
anticipated by labor does not appear on the records, for in only 
a few cases have dissenting votes been recorded. 

2. Opponents further assert that during the past eleven 
years the Commission has proved itself wholly incapable of 
handling the industrial problems with which it has been con- 
fronted. A number of large disputes have been ignored; others 
have been tardily and unsuccessfully handled. Even where both 
parties have voluntarily submitted their dispute to the Commis- 
sion, settlement might more easily have come from meetings be- 
tween the contestants. Furthermore, the Commission has not 
kept in touch with the industries, as required by law. When a 
dispute arises, little or nothing has been known by the Commis- 
sion concerning profits, employment, or actual earnings. Testi- 
mony has failed to bring out these significant facts, which can be 
obtained only by painstaking research. Moreover, the needs of 
the workers are but little understood. The statistics kept by the 
Commission are worse than useless. Thus, out of touch with in- 
dustrial situations and unaided by experts, the Commission can 
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scarcely consider itself competent to handle industrial ques- 
tions. 

Defenders of the Commission urge that experts are not 
needed as members of the Commission, but rather men of judi- 
cial mind who can, from the evidence, determine what is just in 
a given case. Experts may be hired to advise. Much of the lack 
of adequate statistical material has been due to scant appropria- 
tions. This deficiency has hampered the Commission, but is not 
inherent in the plan. That the Commission has not been able to 
handle certain large industrial disputes may not be held against 
it. Rather, these difficulties arose either in the formative years 
of the work or during the unsettled war and post-war period, 
when the control of industrial disputes was somewhat confused. 
Under present conditions a national strike would present fewer 
problems. 

3. Another contention of the opposition is that trade union- 
ism is undermined by the activities of the Commission. Mem- 
bers and agents of that body are empowered to go anywhere in 
searching records and getting information that relates to cases 
under investigation. If they invaded union meetings, an embar- 
rassment would result that would effectively limit free speech 
and free assembly. But, most important, the thirty-day clause is 
held to rob labor of the psychological moment for action. More- 
over, the suspended strike gives the employer the opportunity to 
increase production so as to tide over the strike period. 

Champions of the law answer this contention by asserting 
that certain rights given the Commission are designed only for 
emergency use. When a condition of virtual warfare is estab- 
lished, militaristic methods must be employed for the protec- 
tion of the community. Even the labor press admits that the 
Commission has seldom used drastic measures.’ Under present 
circumstances it is likely that the right to enter union meetings 
will be taken advantage of only on two occasions: (1) when 
invited as a friendly act; and (2) when there is reason to believe 
plans for violence are under discussion. If labor voices no objec- 


* Labor claims, however, that this reluctance may be assigned to fear or to 
a desire to win its respect for the law, pending the employment of fuller powers. 
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tion to the power of the Commission to enter places of employ- 
ment to view the records, it is urged that exception should not be 
taken to a possible attendance at union meetings. 

As for the thirty-day clause, supporters of the system admit 
that it cannot be expected to work with exact justice. Although 
organized labor cites cases in which a thirty-day delay would 
work great injustice, such cases, in the opinion of the supporters 
of the law, are conceivable but highly improbable. From the 
testimony of a present commissioner, thirty days have proved 
ample time for investigation, except in cases in which either the 
workers or the employer, or both, have caused delay. Indeed, 
in all unobstructed cases of the past three years, eight days 
(from date of notice) have been sufficient to complete a survey 
of the situation. As respect for the law grows and fruitless ob- 
struction ceases, cases can be terminated or disposed of in even 
fewer days. Thus the impediment becomes trifling. The law 
is held to be purely investigatory, and the period of waiting 
(designed to bring justice to all concerned) should be unembar- 
rassed by industrial warfare. “Armies seldom discuss terms of 
peace without declaring an armistice during the period of nego- 
tiation.” The penalties imposed upon those who violate the post- 
ponement provisions as to strikes and lockouts, or who seek to 
lead others to such violations, are plainly essential to enforce- 
ment. The law is equal, and demands no more of one side than 
of the other. 

In reaffirming his position, the opponent further emphasizes 
that thirty days is not the same length of time to the worker and 
to his employer. The former weakens during that period; the 
psychological moment passes; the latter gains strength by build- 
ing up a substantial reserve of finished products which must be 
disposed of before the employer feels the need for workers. Fur- 
thermore, consumers are given time to lay in supplies or to ar- 
range for suitable substitutes, another lessening of the effective- 
ness of the strike. 

4. In the view of those opposed to compulsory investigation, 
other methods of settling industrial disputes are preferable. 


* Thomas Annear. 
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Thus, mediation and conciliation might be proper functions of 
a state commission. Under such plans attempts would be made 
to bring together the contending parties to effect a mutually 
satisfactory agreement. Each party to this agreement would be 
cognizant of the peculiar problems of the industry, so that the 
settlement, when arranged, would be a substantial working com- 
promise between the contending positions. Mutual trust and 
understanding can come out of such a situation. When, how- 
ever, an outside commission steps in, backed by the arm of the 
law, the attitude of both parties becomes that of convincing the 
commissioners, not that of seeking an amicable settlement. 

In reply, the Commission asserts that nothing would please 
it better than to act as, or assist (if necessary) in arranging for, 
a mediation and conciliation board with no thought of, or need 
for, compulsion of any sort. In practice, the Commission em- 
ploys every other method before making an actual award. Even 
then the award is not compulsory unless both parties have pre- 
viously agreed to its acceptance. If industrial history showed 
that employers and employees could always, or nearly always, 
adjust their disputes with bargaining methods accompanied by 
no violence or noteworthy loss to the community, no demand for 
this law would ever have arisen. 

5. Opponents also feel that the Colorado Industrial Com- 
mission law is paternalistically endeavoring to make working 
people the wards of the state. Organizations of workers for mu- 
tual assistance will no longer function. The standards laid down 
by the Commission will become fixed. Industry will become a 
matter of state dominance. If the state regulates wages, why 
should it not regulate prices as well? 

In reply, those in accord with the law agree that, in a way, 
the Commission has accepted a wardship. Thus underpaid 
workers have been brought to a level of compensation based in 
part on their needs. This surely is a benefit to the workers con- 
cerned. Moreover, the violence at Ludlow and the long train of 
similar events which preceded proved to the people of Colorado 
that industrial relationships needed a mild form of guardian- 
ship. The charge that the state favors capital is pure specula- 
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tion. Free contract still stands through the right of the indi- 
vidual worker to stop work at will. Moreover, the terms of any 
contract are not dictated by the Commission. The interested 
parties control the acceptance of the award. 

It appears, then, that a wide difference of opinion exists with 
regard to the effectiveness of the Colorado law. Supporters 
stress the community benefit of holding industrial struggles in 
abeyance while both parties are brought into conference. Strikes 
and lockouts are decreased in number; production continues; 
justice may be substituted for economic power; and good will 
takes the place of the hatred which follows industrial conflicts. 
Opponents are equally insistent for trade unionism and the 
closed shop. The strike, the strongest weapon of the unions, 
cannot be effective because of the limitations thrown around its 
use. In its place the dcubtful expedient of an appeal to the Com- 
mission is given. Furthermore, they hold that the commission- 
ers may be, and generally are, biased. The Commission often 
works slowly, is opportunistic, cannot enforce its decisions, and 
is not able to prevent the victimization of union leaders. 


VII. CONCLUSIONS 


From the foregoing positions it will be clear that the value 
of compulsory investigation is, in Colorado, a much-disputed 
question. All would agree that the Commission has not had suf- 
ficient funds adequately to carry out its purposes. But has the 
plan been a successi 

To the credit of the Commission it may be said that: (1) in 
the smaller disputes industrial stoppage has been minimized; 
(2) open industrial warfare has been made less probable; (3) 
employers and employees have increasingly come to use the plan 
voluntarily in obtaining settlements; (4) the compulsory fea- 
tures of the law have been kept in the background, stress being 
placed on conciliation; (5) embittered disputants have been 
brought together without loss of dignity or disadvantage in bar- 
gaining position; and (6) many formalities and technicalities 
have been avoided to get at the facts. 

On the other hand, serious limitations have appeared. (1) 
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The Commission has employed untrustworthy cost-of-living sta- 
tistics as a basis for wage decisions. That appropriations have 
not been available lessens in no way the necessity of accurate 
statistical calculations as a basis of sound judgment when re- 
sponsibility for making wage awards is assumed. (2) The Com- 
mission has failed to analyze carefully the ability of an industry 
to pay a given wage. (3) No adequate or uniform principle has 
been used as the basis for wage fixation. (4) The Commission 
has frequently failed in large disputes, either through tardy ac- 
tion or by the lack of a consistent policy. (5) Interstate dis- 
putes have not been well handled, a difficulty which seems inher- 
ent in any plan for state regulation of industrial controversies. 
(6) The Commission has not been able or willing to protect the 
workers from the preparations made by employers during the 
thirty-day period. The strategic power of labor has been mate- 
rially reduced by the law. (7) Preventive work has been neg- 
lected, very little having been accomplished (as contemplated 
by the law) to prevent disputes through inspections that would 
reveal sweated conditions, unsanitary environment, unsafe or 
dangerous machinery. In fact, action is ordinarily taken only 
after disputes have arisen. (8) The Commission has failed to 
gain the support of public opinion by making its annual reports 
uniform, clear, and sufficiently detailed to be of value either to 
the student of industrial problems or to the general reader. (9) 
Adequate steps have not been taken to prevent companies from 
victimizing men who have been active in pressing demands for 
wage increases. It is easy for a company to find such men to be 
“inefficient.” (10) It is a moot question whether unorgan- 
ized workers are benefited by the enactment. Such workers are 
seldom adequately and coherently represented. Furthermore, 
they find organization difficult, if not impossible, to attain be- 
cause of the ineffectiveness of the suspended strike. Moreover, 
under the open shop they are hesitant to ask the Commission 
to intervene in the adjustment of wages. 

In view of the foregoing limitations it appears that, if the 
Commission is to be continued, certain changes should be made 
in the law to insure a greater effectiveness. First, sufficient ap- 
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propriations should be granted to allow the Commission to car- 
ry on its work adequately.” Second, the law should include 
some principle or principles of wage fixation for the guidance of 
commissioners; especially should a clear and specific minimum 
wage basis be established. Third, the thirty-day waiting period 
should be scaled down to ten, or possibly five, days. This pro- 
cedure would secure the benefit of allowing both parties to “cool 
off,” while minimizing the advantage given the employer by the 
waiting period. Fourth, the law should contain an expressed 
recognition of collective bargaining to be exercised by both par- 
ties through agencies of their own choosing. As an experiment, a 
suggestion might be to insist upon all workers’ having organiza- 
tions through which negotiations would be carried on. Such or- 
ganizations would be registered by the Commission. In this way 
much of the existing difficulty could be avoided. As one com- 
missioner puts it: “In almost all cases employers come to the 
hearings with a file of carefully prepared statistics. When work- 
ers are unorganized it is difficult, if not impossible, to obtain a 
connected story of their side of the question.”*° Obviously, the 
idea of the Industrial Commission is based upon both sides ade- 
quately presenting their case to an unbiased body. Finally, the 
Commission should make its reports uniform, clear, and suffi- 
ciently detailed to reveal the nature of results obtained. Steps 
should also be taken to give such reports widespread publicity. 

If an able commission can be assured to administer such an 
amended Industrial Commission law, it is probable that the 
plan will be of signal service to Colorado. As the matter stands, 
however, it is an open question whether trust should be placed in 
this plan of compulsory investigation. Even more doubtful is 
the advisability of extending the experiment in its present form 
to other states, where the problems would be more complex and 
where the voice of public opinion would be even less pronounced 
than in Colorado. 

University oF PITTsBuRGH CotsTon E. WARNE 

University oF CHICAGO MERRILL E. Gappis 


* Careful statistical studies are especially needed. 
* Statement of Thomas Annear. 





THE FEDERATION OF CATHOLIC WORKERS OF 
CANADA 


I. THE NATIONAL CATHOLIC MOVEMENT 


The population of the Province of Quebec in 1921 was 
2,361,199, being divided almost equally between the rural and 
urban categories. And of the cities, Montreal is accredited with 
618,506 and Quebec with 95,193, the two contributing more than 
half the urban population; no others reach the 35,000 mark. 
More than 80 per cent of the people are French-speaking and 
these are solidly Catholic in religion. In fact, 86.2 per cent of the 
total population are said to belong to that faith. The total mem- 
bership of organized labor for the province is probably in the 
vicinity of 90,000. Of these, upward of 30,000 are claimed by 
the National Catholic movement. 

This organization draws its greatest membership from the 
leather, building, and textile trades, the pulp and paper industry, 
and from among store and office clerks and general laborers. 
Its claim to numerical greatness in the past has rested largely 
on its membership in Quebec City and a few lesser centers— 
notably Three Rivers and Hull—rather than on Montreal, which 
has been for many years a stronghold of the internationals. 
Quebec in particular, with its traditions of trade-unionism dat- 
ing well back into the nineteenth century, but with its local 
unions for the most part floating free of all outside affiliations 
after the decadence in the province of the Canadian Federation 
of Labor following 1910, and with its solid French population 
and Catholicism, has been called “the rock” of Catholic union- 
ism in Canada. Recently, however, large gains have been made 
in Montreal, Lachine, and Sherbrooke. In 1923 Montreal made 
a showing of twenty-six unions and research clubs united in a 
central council, as compared with twenty-seven and a central 
body in Quebec. 

* Annals of American Academy of Political and Social Science (May, 1923), 


p. 12. 
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Consideration must also be given to the institutional con- 
ditions and mental attitudes of the people of French Canada. 
While industrialism has not passed them by, probably less 
change—speaking in spiritual as well as in material terms—has 
visited them since colonial days than has come to any of the 
long-settled European stocks in America. Although greatly in 
the majority and constituting the chief labor supply, they con- 
trol no more than 10 per cent of the industry of the province. 
Isolated as they are from outside contacts by the barrier of lan- 
guage, reading a press that nurtures their own point of view and 
tradition, and above all devoted and subservient to a church 
that controls the education of the majority and practices an un- 
paralleled paternalism on both youth and mature, these people 
present an unusual problem to the labor organizer. They are 
fearful of radicalism because it is opposed to Christian doctrine; 
they turn away from the internationals because the contact 
would endanger their French language and traditions; they are 
not class conscious; they talk the language of absolutes in all 
matters of principle, and nothing less will suffice. 

Another factor to be noted is the relative immobility of the 
labor supply in the greater part of the province. The family 
as an institution is well guarded by the church, and is to a much 
larger degree than in English-speaking Canada and the United 
States the economic unit. It is said to be a common thing for a 
man and four or five of his sons to be working at the same mill 
or factory. The father will have been a steady employee for a 
generation. One firm gives the average term of service of its 
present working force as eighteen years. Normally the French- 
Canadian worker has not traveled; nor does he concern himself 
much about comparisons with conditions elsewhere. He and his 
family are known to the employer and to the parish and have a 
working reputation to sustain. Employer, family, church affilia- 
tion—each in its own way makes its demand upon his loyalty, 
and all unite in creating the final result, a conservative, immobile 
worker.’ 


? An instance in point, of recent date, is the reported failure of the Montreal 
Typographical Union to persuade its unemployed French members to take work 
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The National Catholic movement made its beginning partly 
in ground already organized, and partly in virgin soil. Histori- 
cally, the majority of the independent labor units in Canada have 
been located in the provinces of Quebec, and this condition was 
accentuated by the action of the Trades Congress in 1902, whose 
constitutional amendment at that time not only denied recogni- 
tion to national unions where international organizations of the 
same craft existed, but also deprived the national local bodies 
from representation on trades councils chartered by the Con- 
gress. In both Quebec and Montreal these independent units, 
thus barred from the international local councils, formed city 
centrals of their own to deal with such matters as usually come 
within the purview of these bodies. The Montreal council did 
not flourish for any length of time; but that of Quebec, with its 
larger measure of freedom from outside influence, continued to 
function either as an independent or in affiliation with the 
Canadian Federation of Labor until events in connection with 
the rise of the Catholic organization brought it into a more vital 
relation with other labor bodies in the province. 

The first event bearing on the history of Catholic unionism 
happened in Quebec City in 1900, in which year these was a 
strike and lockout in the boot and shoe industry. The trouble is 
said to have arisen chiefly through the demand made by the em- 
ployers upon their workers to separate themselves from all pro- 
fessional associations.* The conflict lasted from October 25 to 
December 10, and involved twenty-two manufacturers and 3,850 
workmen. Finally Monseigneur Begin, archbishop of Quebec, 


where opportunity offered in the United States. It is true that a surplus of the 
Quebec youth has gone in the past in great numbers to New England and the 
North-Central states as well as into Ontario and the Canadian West; but rela- 
tively speaking it has been an overflow, natural in view of the relatively back- 
ward industrial organization, rather than a matter of ebb and flow turning with 
each shift in the locus of industrial prosperity. From 1910 to 1922 this emigra- 
tion largely ceased, but has since become accelerated. For the general argument 
that the French are less migratory than other Canadians, see article by Professor 
G. E. Jackson, Annals of the American Academy of Political and Social Science, 
May, 1923. 
* Labor Gasette, I, 134, 153, 229. 
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whose name is ever held in esteem by Catholic syndicalists, was 
invited by the contestants to act as arbitrator. Being greatly in- 
terested in the relation of labor and capital, the prelate gladly 
set himself to the task.* In his decision, which he based upon the 
instructions in L’Encyclique Rerum Novarum (1891), of Pope 
Leo XIII, the great fundamental document for Catholics in labor 
matters, he laid it down that while workers have a natural right 
to form associations, such associations are only legitimate when 
they propose an end that is honest and just and when they em- 
ploy, in order to bring it about, means that conform to morality, 
honesty, and justice. In the present case, after an examination 
of the constitutions and rules of three of the unions, he found 
he could not give them his approval without their undergoing 
a certain number of modifications: “If the articles and the 
clauses which I find reprehensible were put into execution liter- 
ally; just as they are drafted, it is certain that they would involve 
in many cases severe damages to personal liberty, to liberty and 
conscience, and to justice,” he wrote in condemnation.’ The re- 
sult was that the unions in question® had their constitutions and 
rules changed to square with the social directions laid down in 
the Encyclical. Further, the unions consented to have an al- 
moner named by religious authority, with the right to take part 
in their counsels and assist when he might judge it proper at 
their meetings. 

At this early date, then, these groups accepted two features 
fundamental to Catholic unionism; viz., the necessity of having 
their principles conform to those of the church, and the recogni- 
tion of the church’s right to be represented on all occasions to 
see that nothing adverse to those principles shall be entertained. 
On the other hand, there was not introduced at this time any 
deliberately exclusive factor: “They recruited indifferently 
among Catholics and Protestants”; nor do they seem to have 
carried on any campaign for the immediate extension of their 
numbers. As Eugéne Lapointe has said: “. . . . the ground 

* Programme—Souvenir du Premier Congress, 1922. 


* Programme—Souvenir du Premier Congress, p. 33. 
* Labor Gazette, I, 296. 
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was evidently not yet ready for an action more decisive and more 
extended. Before laying the foundations of a trade-union organi- 
zation proper, it was judged necessary first to prepare the minds 
to receive the seed de la doctrine syndicale confessionelle by an 
active and adroit propaganda.” We have no records of means 
adopted nor of results coming from this propaganda for some 
years. Meanwhile the scene shifts to another field. 

Pure Catholic syndicalism in Canada may be said to date 
from the action of the Federation Ouvriére de Chicoutimi in 
1912. Up to that time while there had been national unions (as 
opposed to international) composed of Catholic workers, none 
had formally repudiated the principle of religious neutrality. 
This result was first to be accomplished by the pulp workers of 
Chicoutimi. 

Concerning beginnings among these workers, we are told by 
Father Lapointe, in his historical letter to the 1922 convention, 
how one finds in their first constitution (1907) “that they 
adopted the principles and the practical rules which are the 
basis of the constitutions and regulations of all the Catholic syn- 
dicates established since then in the province, viz., repudiation of 
the false principle of conflict of classes, the practice of justice 
and charity in dealings with employers, regulation of disputes by 
recourse to arbitration 

The same writer further relates that when the pulp industry 
first established itself in the Saguenay country it was welcomed 
by the inhabitants for the economic benefits that it was expected 
to bring, but it was feared (at least by the religious leaders) for 
the effects that industrialization would inflict upon the workers. 
Moreover, they knew “‘intuitivel:’” that the industry itself was 
doomed to failure if the work in the mills was not “freed from the 
tyranny of a powerful foreign leadership.” “For the ‘Interna- 
tional’ was already implanted in Saguenay.” The workers, how- 
ever, were very ignorant and indifferent to the dangers. The 
mass of them knew nothing of “the doctrine so luminously ex- 
plained in L’encyclique Rerum Novarum.” Temperamentally 
and customarily they were opposed to discipline. They were in- 


* Programme—Souvenir (1922), p. 43. 
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dividualists, these men of the forest, quite lacking in any esprit 
de corps. Moreover, “no more than others elsewhere were they 
disposed to admit the interference of the priest in questions 
which to their eyes were purely material, the moral side of which 
escaped them, and for the regulation of which they did not rec- 
ognize any power competent. This was complicated again by the 
idea generally held, although not always expressed, that the 
priest, in case of conflict between the worker and the employer, 
would be naturally on the side of the latter.” In fact “the mass 
of prejudice was enormous, and there was much distrust.” 

With human material of this kind it was natural that the 
newly founded union was not a success. For five years it existed 
with a very limited membership (une élite). “This was a period 
of study, of gropings and ventures more or less happy.” The 
union started a paper, but was forced to suspend its issue. It 
tried economic experiments, but none of them was markedly 
successful. It was not until it had ceased to take in “honorary 
members” and had come out in its true colors, exclusively Cath- 
olic and national, that it experienced any prosperity. With the 
suppression of the honorary (Protestant) members in 1912 the 
battle was on. The workers were compelled to make a choice. 
The weapons of the Catholic union were ts> powerful, and soon 
it remained master of the field. 

Chicoutimi was thus in a true sense the pioneer. The experi- 
ment in molding and organizing, sponsored by the church and 
carried through among the pulp workers of the distant North by 
a small body of élite, furnished both precedent and stimulus for 
the rapid spread of the movement in other places. 

There is no occasion to go into details of the beginnings in all 
the districts. As at Quebec and Chicoutimi, so it was elsewhere. 
There was (1) a period devoted to preparation, carried on 
through instruction, largely by church authorities, in the reli- 
gious, patriotic, and professional responsibilities of the workers; 
and (2) a period of organization in which in most cases the field 
was contested by international organizers. At Three Rivers or- 
ganization followed on a series of lectures and conferences given 
during the autumn of 1912 by Bishop Cloutier, in which he ex- 
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plained the requirements of the church in labor matters. La 
Corporation Ouvriére Catholique was launched on the Sunday 
closing the series. Member unions were told off by trades out 
of the names handed in at that meeting. 

The Catholic union at Thetford Mines was founded in 1915 
after a hard contest with the Western Federaticn of Miners. 
L’Union Nationale des Ouvriérs de la Rive Sud, the organization 
among the ship-builders of the Davies Company, was a pick up 
from the Canadian Federation of Labor. These workers, re- 
belling against the taxes demanded by the parent organization, 
asked the Catholic Union of Quebec to send in an almoner. The 
latter responded, but not before the international had organ- 
izers on the ground. Strikes, alleged by the Catholic union to 
have been fomented by the international, led to the appointment 
of a royal commission of inquiry. The outcome was that the 
company signed trade agreements with the Catholic unions in 
two of its factories, granting to them the “closed shop.” 

At Sherbrooke the invasion of the labor field by the inter- 
national organizers in 1917 led the Catholics to take action. The 
Bishop appointed an abbé to the work of preparation, and by the 
summer of 1919 four locals were organized. In the diocese of 
Granby time would not permit of a lengthy tutorial process. 
Hearing of the arrival, during the previous week, of international 
organizers, of their activities among the rubber and tobacco and 
wood workers, and of their efforts to bring on a strike of the 
first-named in sympathy with the rubber workers of Montreal, 
the Catholic leaders commenced instructions on Sunday, June 
15, 1919, on the comparative religious, social, and moral merits 
of the rival organizations, and the same evening, after an ad- 
dress by Abbé Edmund Hébert, of Montreal, the foundations 
of the Corporation Ouvriére Catholique de Granby were laid. 
The strike was frustrated and the enemy foiled in his efforts to 
get a foothold.’ At St. Hyacinthe and Lachine there was again 
in each case the spur of rivalry and as elsewhere the same story 
of devoted leadership and instruction by clergy and laymen in 
their effort to interest and hold the rank and file. In one or two 


* Programme—Souvenir (1922), p. 63. 
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cases employers, desirous no doubt to provide the internationals 
with a worthy rival, have been instrumental in bringing in the 
Catholic union. 

Hull, which is now in point of numbers the third center of 
importance, presents something of an exception. Here lay lead- 
ers, discontented with the activities of the international unions 
in the pulp and paper industries, began laying the foundations 
as early as 1912, whereas no almoner was appointed until some 
four or five years later. This was probably the only case where 
the professional preparation ran ahead of the patriotic and the 
religious. 

Coming to the large centers, Quebec and Montreal, a word 
added to what has already been said will suffice for the former. 
After the ruling by the Archbishop which led to the earlier men- 
tioned constitutional changes by these unions, we have little 
record for some time. But presently a campaign of education and 
propaganda was entered upon by L’Action Sociale Catholique, 
a leading city daily, under the auspices of Archbishop Roy, the 
avowed object being “to implant Catholic unionism among the 
workers of the city and district of Quebec.”® Connected with 
L’ Action Sociale Catholique was a department entitled La Com- 
mission des Questions Ouvriéres, under the inspiration and lead- 
ership of which a “circle of study” was developed during the 
war years. By 1918 the latter had grown to include some sixty 
operative members. The way of conversion was by pious study, 
issuing finally into proselytism which carried rapidly among the 
workers, and soon a great many of the syndicate had declared 
for the faith and asked for the services of a chaplain. Today 
Catholic syndicalism occupies a comparatively solid position in 
the city and district, having established a long lead over interna- 
tionalists and other bodies. Much credit for the success of the 
campaign is given to Abbé Maxime Fortin, the present active 
chaplain of the Federation and editor of Le Travailleur. 

In 1918 there was established the National Central Trades 
and Labor Council of the District of Quebec. It is an amalgama- 
tion of two national councils, one of which dates back to 1890. 


* Programme—Souvenir (1922), Pp. 33- 
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It numbers some twenty-seven syndicates in affiliation. It itself 
is the largest affiliate of the Federation. 

There was also formed May 1, 1920, a secretariat of the 
Catholic syndicates for the district, instituted by the religious 
authorities of the diocese for the purpose of providing the unions 
with a center of information. Included among its functions are 
(1) publication of a weekly newspaper and bulletins for the 
syndicates, (2) giving courses in political and social economy, 
(3) aiding in the work of union organization and in the forma- 
tion of consumer’s co-operatives. It also provides members with 
free legal advice and medical service. The president of the Fed- 
eration occupies offices at the secretariat headquarters and from 
here also issues the official organ.*° 

The organizers in Montreal had to deal with a situation 
quite different from that in other parts of the province. Here the 
forces of the other race come into action at the hands of business 
leaders, educators, preachers, entertainers. In Montreal, more- 
over, the Catholic church does not hold the same undisputed 
sway over the entire life of the French people. It is true that the 
great majority of the people are Catholic, but it is a Catholicism 
modified by its touch with English-speaking America. In the 
clash of opposing mental attitudes the Catholic extremist has 
had to yield in many places to that philosophy which would limit 
the function of the clergy to what is held (beyond Quebec) to be 
the spiritual side of life. The Catholic worker of the internation- 
alist group, which is strong in Montreal, when challenged for 
failure to read aright the papal exhortations to form exclusive 
unions, replies by reference to the writings of other high digni- 
taries of the church who take quite a different attitude toward 
what should be the proper method of organization among Cath- 
olic workers, and also by calling attention to the modern history 
of France, with its account of drastic limitation of the field of 
papal authority. Not the least of the forces which are today 
contesting the applicability of church principles to the more 

Tenth Annual Report on Labor Organization in Canada, p. 45. It is an- 
nounced on p. 58 of the thirteenth annual report that the official organ, Le Trav- 


ailleur, had seen fit, on account of falling returns, to cease publication beginning 
August, 1923, for the remainder of the year. 
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worldly realm is this larger branch of unionism. The business of 
“preparing the soil” for the seed of the Catholic social doctrine 
was a matter somewhat different in Montreal from what it was 
in the more remote parts of the province. 

The story is quite lengthy and complicated, but may be 
sketched to some advantage by reference to a few of its leading 
features. The earliest influence that is cited by the historian as 
having a bearing on the movement, and one that has continued 
to operate, came from the inauguration by Archbishop Bruchési, 
in 1900, of a religious labor festival on the first Sunday in Sep- 
tember when each year all the Catholic workers of the city are 
invited to Notre Dame Church to hear the thought of the church 
upon the social question.** The next happened in 1908, when at 
the interdiocesan social reunion held at Laval University, Rev- 
erend Father Lapointe, of Chicoutimi, and Abbé Choutier 
brought word of the movement in the Saguenay country and 
at Three Rivers. Arising out of this reunion a study was made 
of the conditions of Catholic workers, and, as a result of the dis- 
covery of socialistic ideas among them, a society was founded 
largely to look after their moral condition. 

But certain leaders, notably Father Hudon and Abbé E. 
Hébert, were not satisfied with this program. They wanted 
something more positive and progressive. Having secured the 
support of Archbishop Roy, they started a “cercle d’études 
sociales.” Here were carried on discussions devoted to the work- 
ers’ social education. Papers were presented from time to time 
by the leaders on such subjects as the right of property, the 
labor contract, the strike, or the réle of the state in the social 
question. 

In 1911 there was founded by a group of leading priests and 
laymen a more aggressive organization: L’Ecole Sociale Popu- 
laire. This functioned through four parts: a committee of studies, 
a committee of organization, a committee of propaganda, and a 
committee of finance. For a time it was the center of Catholic 
labor activities, but after 1914 it seems to have become a center 
of studies and propaganda only, while active organization was 


“ G. Tremblay, Programme—Souvenir, p. 19. 
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given over to the “committee of the diocese.” Up to this time no 
union had been established in Montreal. The preparatory period 
was thus extensive, and moreover the preparation by no means 
ceased with the organization of the first unions. But it was now 
judged that the time was ripe to begin organization. 

As a supplement to the event it was thought wise to bring 
some powerful influence from outside to awaken public opinion. 
Appeal was made to L’Action Populaire of Rheims, France, a 
paper that had voiced the aims cf the Christian workers in 
Europe, to send a lecturer. The result was the arrival of Father 
Plantier, who delivered a series of lectures, some addressed to 
the clergy, some to the professional class, many to the workers, 
and others to the general public. Immediately at the close of 
the series organization began. A federation was formed com- 
prised of two syndicates of mixed tradesmen, to each of which 
was assigned an almoner. Then a professional syndicate was 
formed consisting of store, office, and bank clerks. As a recogni- 
tion of the importance of the labor question in Montreal, just 
previous to the war Archbishop Bruchési detailed three of the 
leading clergy to devote their energies entirely to the work of the 
Catholic syndicates. 

An important step in the progress of Catholic unionism in 
Montreal was the founding in June, 1918, by Abbé Hébert, in 
concert with an understanding arrived at at the general church 
reunion held at the Villa St. Martin that year, of the Cercle Léo 
XIII, which from then on was the center of studies and the pro- 
moter of the organizing work in the city. It has as the objective 
of its studies “the formation of an educated worker, capable of 
taking on himself the direction of the Catholic worker’s move- 
ment.” The program of studies includes (1) courses in sociology, 
(2) studies having as their purpose “to become acquainted with 
the international unions in all their aspects,” (3) a worker’s 
chronicle dealing with the principal events of interest to labor 
during the current week.” 

Another buttress to Catholic unionism in Montreal was af- 
forded by the establishment in July, 1920, of a secretariat for the 


* G. Tremblay, Programme—Souvenir (1922), p. 25. 
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district which serves as a basis of operations for the district or- 
ganizer and as a center of propaganda and of information. A 
few months after its creation it carried through the distribution 
of 250,000 tracts.** It has been instrumental in obtaining for the 
movement an agreeable publicity in the press of Montreal. It 
also serves as an exclusive employment agency for Catholic 
unionists. 

The story of the movement in Montreal shows that the path- 
way has not been smooth. Opposition to priestly interference 
was verv prevalent at first, but is said to have disappeared.** 
Organization has not been spontaneous, but has been the result 
of continuous application and devotion on the part of the lead- 
ers. In spite of the efforts at thorough preparation, aiming to 
“fortify the convictions of the members,” one reads of “neuter” 
factions appearing within the established unions and causing 
them to fall away from the faith. The ideal of the Cercle Léo 
XIII of making the workers capable of assuming the direction 
of their own organization does not seem, as yet, to have been 
realized. In addition to providing leaders from its own ranks, 
the church still pays in part the salaries of the lay organizers. Of 
these there were two appointed in 1919, one devoting his time to 
the building trades, the other to the store and factory workers, 
and since then others have been added. The hardest field for the 
Catholic unions to get a foothold in has been the building trades, 
and it is here too, for strategic reasons, that they are most de- 
sirous of securing a following. They have, however, succeeded in 
organizing syndicates among the plumbers, painters, and carpen- 
ters, and have found it convenient to form a building-trades 
council. During 1923 they also made considerable inroads in the 

* These tracts consisted of a series of twenty-five. They are to a large ex- 
tent an elaboration of quotations from papal letters and utterances of notable 
church authorities, but some of them attempt more independently to outline the 
position of Catholic unionism and to set forth its advantages. Each one follows 
its argument with an appeal to “join the Catholic syndicate.” The authorship is 
almost evenly divided between church and lay writers. For a complete list of ti- 


tles and authors, Eleventh Annual Report of Labor Organization in Canada, p. 
25. The tracts have been translated at the Department of Labor, Ottawa. 


* Programme—Souvenir (1922). 
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printing trades, being favored in this by the strike of the Inter- 
national Typographical Union. On the other hand it is to be said 
that Catholic unionism has won favor with employers generally, 
whether Catholic, Protestant, or Jewish. There have been in- 
stances in fact where it has been accorded preferential treatment. 
It has won its membership largely from the internationals, which 
had the advantage of being already established, and it faces the 
future with a capable organization as well as a corps of devoted 
leaders.*® 

Although Catholic unionism was distinguished from its be- 
ginnings by the activities of central organizing bodies at Chicou- 
timi and Three Rivers, it is only in its later history that it has 


TABLE I 








Meeting Place 


Number of 
Delegates 


Syndicate 
Represented 


Membership 
Claimed 





Quebec 


27 (out of 41) 





Three Rivers 63 
Chicoutimi 120 
Hull 89 
Montreal 80 
Quebec 116 88 

















shown an effort to bring the local federations into closer relations, 
with the idea of developing some unity of action in those phases 
of syndicalist endeavor that concerned all the workers. It is per- 
haps fair to say that the movement toward co-ordination began 
with the creation of the National Centrai Trades Council in Que- 
bec City in 1918. Subsequently central councils were formed in 
other districts, and in September of the same year a conference 
for the whole province was called at Quebec. This meeting 
proved to be the forerunner of an annual convention. The figure 
in Table I indicate the numerical importance of these meetings. 

As the figures in the table indicate, the variation during the 
six-year period has been considerable. The 1923 figure of 30,000 
is explained by the secretaries as due to unemployment resulting 
in inability of many members to keep their dues paid up. As a 


* The effective membership of the Catholic unions in the city was reported 
to be 6,000 in the summer of 1922. 
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matter of fact the figures in columns 3 and 4 are deceiving inas- 
much as the falling off in both delegates and syndicates repre- 
sented is explained by the grouping of the locals into lesser fed- 
erations. 

At the second of these conferences, held at Three Rivers, the 
project of forming a federation of the whole was brought forth 
and favorably considered, and the following year the executive 
officers were instructed to prepare a constitution and by-laws to 
be submitted at the 1921 convention, certificates of affiliation be- 
ing granted in the meantime to such as desired connection and 
had the recommendation of the general chaplain of the district 
where the applicant had its head office. As a result a draft con- 
stitution for a permanent organization was duly presented and 
adopted at the Hull convention, the principles of the new body 
being referred to the religious authorities for preparation. The 
full text of principles and laws became effective January 1, 1922, 
and the tentative movement toward federation became an ac- 
complished fact. The Federation itself, as compared with other 
federal bodies in Canada, has shown remarkable success in issu- 


ing charters to such organizations as are eligible. Today it cov- 
ers practically the whole territory of Catholic unionism. 


II, THE FEDERATION AS COMPLETED IN 1922 


The aim of the new Federation, as set out in chapter ii of the 
constitution, is “to promote and safeguard the general interests 
of Catholic workers in Canada,” and, looking to that end, “to 
create and maintain in this country a concerted movement of 
Catholic syndicalism, which, while allowing the various groups 
their autonomy, would bind them by federation bonds, permit- 
ting to defend and develop in common the professional, eco- 
nomic, patriotic, and religious interests of Catholic workers in 
Canada.” 

As with other bodies of a similar nature, the greater part of 
the time in convention is taken up with hearing reports of the 
various committees and with the passage of resolutions looking 
to the welfare of the movement. While the latter have chiefly to 


* Eleventh Annual Report on Labor Organizations in Canada, p. 28. 
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do with the usual problems of labor conventions, nevertheless 
the procedure and accomplishments of the Catholic congresses 
reflect the spirit and purpose of the movement. Sunday Mass 
and religious receptions are an integral part of the program; the 
apostolic benediction of the Pope is received; invitations are ex- 
tended to religious as well as to governmental authorities to be 
present at the meeting.”’ 

The National Catholic movement avowedly stands for trade- 
unionism as opposed to union by industry. Nevertheless there is 
some compromise, as in cases of department stores and asbestos 
mines.** The scheme of organization is as follows: 

1. The unit of organization is the local syndicate. But in ad- 
dition there are, as auxiliary to the locals and representative of 
the educational side of the movement, a few research clubs which 
also rank as primary in the system of organization. 

2. These basic units in turn are either organized or in proc- 
ess of organization into (a) professional or trade federations, 
(5) regional unions of syndicates, (c) the Federation of Work- 
ingmen’s Research Clubs. 

3. The supreme unit is the Federation. 

Eventually the scheme of organization calls for the second- 
ary units (as found under 2, foregoing) to have membership in 
the Federation; but at present, by necessity, some of the locals 
must be admitted directly. When proper secondary units shall 
have been established in their district, however, the locals are 
compelled to join them and thus accept indirect membership with 
the main body. Failure to conform to this requirement within 
three months results in loss of charter. The boundaries of the 
earlier regions have usually been set by the unions themselves, 
following from natural causes; but where the district is created 
previous to the existence of any syndicates, as is often the case 
under the method of formal organization, they are set by the fed- 
eral bureau. 

* Some twenty almoners, in addition to the chaplain of the convention, were 
in attendance at Montreal in 1922. 


** Where organization is by firms, a syndicate being formed to include the 
workers of one employer, it is often as a concession to those employers who re- 
fuse to have dealings with “foreign unions.” 
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Although considerable encouragement has been given from 
the top, organization into professional and trade federations has 
not proceeded far. During 1923, however, six syndicates of pulp 
workers were organized into the Catholic Federation of Pulp and 
Paper Factory Employees. It has a salaried organizer for all 
Canada and various district organizers. The national is support- 
ed by a 10-cent tax on each member, payable every six months. 

The Federation of Catholic Workers of Canada itself func- 
tiens through (a) its annual congresses, (5) its federal bureau, 
(c) its executive officers acting individually. 

The congresses are composed of delegates from the second- 
ary federations and (provisionally) representatives from the lo- 
cals who hold no membership in the latter. Regional federations 
send two delegates each; trade federations of less than 1,000 
members send one; those of more than 1,000 are entitled to an 
extra delegate for each additional thousand or fraction thereof; 
research clubs send one each. Each delegate is entitled to one 
vote. Any priest duly appointed to the position of chaplain to 
any of the organizations affiliated with the Federation has the 
right, as such, to attend the congresses and to take part in the 
deliberations; but he has no voting rights. The Federation has 
also a general chaplain who, in addition, may attend any com- 
mittee of the congress and in general occupies the same position 
with respect to the Federation as the lesser chaplains de <o the 
locals. In their operations the congresses depend upon the com- 
mittee system, each committee being provided with a chaplain. 
All resolutions, other than those which are made exceptions by a 
two-thirds vote of the whole body, must be submitted to the sec- 
retary sixty days prior to the opening of a congress in order that 
they may be distributed to the syndicates in printed form thirty 
days previous to the meeting. 

The federal bureau is appointed each year by the congress 
and consists of the executive officers, viz., president, vice-pres- 
ident, secretary, and treasurer, assisted by the general chaplain. 
Its duties are to apply the decisions of the congress and carry out 
the intent of that body. It meets every three months and as much 
oftener as the interests of the Federation may require. More 
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specifically, it keeps in touch with the member groups by the use 
of bulletins and questionnaires; it carries out the will of congress 
with respect to influencing legislation at the several centers of 
government; it lends itself to organization endeavor, giving spe- 
cial attention to the forming of secondary units, which in turn 
are responsible for organizing locals; it appoints organizers and 
propagandists and accounts for the fund voted by the congress 
for such purposes; and finally it decides, in a space not exceed- 
ing twenty days after application, on whether or not the Federa- 
tion shall support a local syndicate that requests its assistance in 
professional disputes. In regard to this last matter, if the local 
making such application calls a strike in the meantime before the 
answer is given, it reliquishes all claims to assistance. 

An examination of the resolutions and discussions of the con- 
ventions of the Federation shows that a very large part of their 
time is devoted to measures looking to the alleviation of the 
worker’s condition through legislative means, the greater portion 
of it being directed toward the provincial government. The fed- 
eral bureau on occasion waits on the various governments in a 
body. 

The national professional federations hold annual conven- 
tions and discuss the labor policies of their trades. They have 
their national organizers who co-operate with the district organ- 
izers. Important dealings with employers, such as forming trade 
agreements, are carried on by the national officers working with 
the district officers. These national bodies are the initiators of 
strike proceedings by any group of their members, and lend 
financial support. But first every proposed strike must have the 
indorsement of the Federation. With regard to syndicates which 
have no national trade affiliation, the practice is for important 
negotiations between the two parties to be carried on largely by 
officers of the district trades and labor council. 

The movement has had a creditable weekly paper called Le 
Travailleur. Its avowed aim is “above all . . . . to educate the 
workers in the social doctrine of the church.” 

The annual meetings of the Federation and other important 
activities of public interest among the subsidiary bodies are well 
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reported, and the cause editorially supported by L’Action Sociale 
Catholique, a prominent daily of Quebec City. But generally 
speaking, considering its membership, the Catholic union move- 
ment is weak in publications. On the other hand the secretariats 
at Montreal and Quebec furnish chosen news material to the 
leading dailies, and the union’s close connection with the church 
and its numerous tributary religious organizations provides it 
with unusual agencies for influencing public opinion in the prov- 
ince. 


[To be continued | 


H. A. LoGan 


RanpoLtpH-Macon WoMEN’s COLLEGE 





MATHEMATICAL ECONOMICS AND THE 
QUANTITATIVE METHOD’ 


Just as a sailor needs a compass, so the quantitative worker, if he 
is to have a deep understanding of his own work, needs an economic 
theory. It may not be a perfect theory, it may need a good deal of 
overhauling, but a theory he must have. 

To an important minority of statistical economists, the function of 
the compass has been performed by the theories of the mathematical 
school. Thus, so long as the problem of demand was stated in such 
meaningless and sterile terms as “the price of goods is in the inverse 
ratio of the quantity offered, and in the direct ratio of the quantity 
demanded,” no quantitative testing or verification of this “law” was 
possible; but when Cournot restated the concept of demand in the 
following terms: “The sales or the annual demand D is, for each ar- 
ticle, a particular function of F(p) of the price p of such article,” the 
path was cleared for a concrete, statistical treatment of demand. Simi- 
larly, the relation between the cost curve and the supply curve as it 
was described before the publication of Auspitz and Lieben’s classic 
Untersuchungen iiber die Theorie des Preises (1889), was vague and 
equivocal as compared with that formulated by these two mathemati- 
cal economists. Again, so long as a change in the price of one com- 
modity was looked upon as “causing,” in the mechanical sense, a 
change in the price of a second commodity, and the change of price of 
the second commodity as “causing,” afterward, change in the price of 
a third commodity, and so on, it was impossible to deal with a good 
many economic problems realistically. If, for example, the price of 
coal is a “cause” of the cost of railway transportation, how can the 
cost of transportation in turn be a “cause” of the price of coal? The 
problem of pricing thus appeared insoluble. But when Walras,’ in 
1873, wrote the price of any one commodity as a function of the prices 
of all other commodities, and when, by the use of simultaneous equa- 
tions, he showed that the price problem is soluble, he succeeded both 


* Paper read before the Round Table on “The Quantitative Method” at the 
St. Louis meeting of the American Economic Association, December 28, 1926. 

* Researches into the Mathematical Principles of the Theory of Wealth, Ba- 
con’s translation, p. 47. 

* Elements d’Economie Politique Pure (édition définitive, 1900). 
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in completely surveying the interrelated factors in exchange, produc- 
tion, and distribution in such a way as to give a truer insight into the 
complexity of our economic system, and in paving the way for subse- 
quent applications of the quantitative method to the problem of meas- 
uring the relative strength of the different economic forces. 

This does not mean, however, that the mathematical theories are 
the only ones that have suggested problems or methods of solution to 
the statistical economist. A good many other theories have also indi- 
cated promising directions for quantitative work, but the mathematical 
method has marked advantages in the definition and analysis of con- 
cepts, in the discovery and presentation of a general view of the eco- 
nomic field, and in the discovery of appropriate quantitative methods. 
Without stretching the metaphor, it may be affirmed that the pure 
(mathematical) theory of economics stands in the same relation to the 
literary theories as the Sperry gyroscopic compass does to the ordi- 
nary variety of mariner’s compasses. 

The epoch-making discoveries of Walras and Pareto must not, 
however, blind us to the fact that their theory is a theory of static 
equilibrium. Dynamic changes thai take place from time to time are 
not taken into account by this theory. (And no one is more aware of 
this than the mathematicians themselves.) But it is a truism to say 
that economic phenomena are not static, but dynamic. In order, there- 
fore, to bring the general theory of equilibrium into closer agreement 
with the facts of our economic experience, it is necessary “to pass 
from the statical, hypothetical equilibrium to a realistic treatment of 
an actual, moving equilibrium.” This has recently been achieved by 
Professor Henry Ludwell Moore, of Columbia University.* In Pro- 
fessor Moore’s solution of the problem of general equilibrium, “the 
equations expressing the relation between the parts of the economic 
system receive the definite, numerical form in which theory admits of 
empirical testing.”® It is now possible to derive concrete, statistical 
demand curves, supply curves, and other related curves, and to meas- 
ure the shifting of these curves from time to time as a result of dy- 
namic changes. The solution of the problem of general equilibrium 
may thus be “expressed in terms that admit of immediate practical 
application.” 

It is important to keep in mind that Professor Moore’s system 


*“A Theory of Economic Oscillations,’ Quarterly Journal of Economics, 
November, 1926. 


* Ibid., p. 28. 
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does not constitute a rejection, or disproval, of the general theory of 
static equilibrium, but a reformulation and extension of it so as to take 
into consideration the changes that take place in the equilibrium from 
time to time. As he puts it, “the solution of the problem of general 
equilibrium reveals the essential part that is played by statical 
forces in the phenomena of economic oscillations.”® This is not the 
first time in the history of science that an important goal has been 
reached through the reformulation of an earlier principle which has 
been regarded rather as an interesting logical curiosity, not deserving 
the attention of practical men. The Principle of Least Action, which, 
according to Professor Max Planck, the inventor of the “quantum 
theory,” is “the chief law of physics, the pinnacle of the whole sys- 
tem,” exercised no appreciable effect on the advance of science until it 
was restated by H. von Helmholtz in a form admitting of quantitative 
application.” 

The bridge over which Professor Moore passes from the statical, 
hypothetical equilibrium to an actual, moving general equilibrium is 
the trend ratio. He assumes that all prices and all quantities of com- 
modities contained in the Walrasian system of equations are subjected 
to such changes as would give each of them a secular trend, and he 
shows that the Walrasian solution still holds when the trend ratios of 
the prices and the trend ratios of the quantities are substituted for 
the corresponding absolute prices and actual quantities. The secular 
trend is determined by fitting an empirical curve to the data. 

As a first approximation to a dynamical theory of economics, this 
method can not be criticized. In fact, it will require many years of 
prosaic, difficult, and patient statistical work fully to explore all the 
fruitful leads of Professor Moore’s “first approximations.”* May not, 
however, a more general, or less empirical, solution be obtained if the 
time element is introduced explicitly instead of implicitly? 

In a paper not yet published® on “A Dynamical Theory of Eco- 
nomics,’ C. F. Roos, National Research Fellow in Mathematics, in- 

* Ibid., p. 29. 

"See Max Planck, A Survey of Physics, chapter on “The Principle of Least 
Action.” 

* As a first approximation, Professor Moore assumes that the elasticities of 
demand, supply, and production are constant. It is possible, however, to write 
the equations by which Professor Moore passes from a “hypothetical, statical 
general equilibrium to a real, moving, general equilibrium” in a form admitting 
of variable values for the elasticities of demand, supply, and production, without 
upsetting the conditions that are necessary for an equilibrium. 

* Appears in this issue. See page 632. 
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troduces into his demand and cost functions not only the quantities 
produced and the prices paid, but also the time element, and the rates 
of change of production, prices, with respect to time; and he discusses 
the phenomena of competition, monopoly, and co-operation, for these 
general functions. By introducing the rate-of-change concept he has 
made his problem one in economic dynamics, not in economic statics.*° 
Dr. Roos’ conclusions which bear directly on this question are as fol- 
lows: 

Although it might seem impossible to be able to determine the correct 
functions of demand, the fact that rates of production and price as functions 
of time must satisfy these equations (I)?1 ought to make the matter some- 
what simpler. 

The economist ought to find it fruitful for attacking the problem of 
determining the demand functions, to try various types of functions of de- 
mand and compare the resulting functions of price and rate of production 
with the statistical solutions of the problem. The general type of demand 
equation which yields a price and rate of production solution most in accord 
with statistical data should be considered as possible functions of demand. 


The foregoing discussion suggests the following conclusions: 
(1) The mathematical theory of economics has recently been 
changed from a static to a dynamic theory, and has been stated in a 


form admitting of quantitative application. It therefore is both a chal- 
lenge and an invitation to all economists to verify it or to improve 
upon it. 

(2) In the accomplishment of this task, modern statistical meth- 
ods offer an indispensable tool. 

(3) In the application of quantitative methods to economic prob- 
lems more attention will probably be paid to the rates of change (de- 


* An abridgement of this paper has since been published under the title “Dy- 
namical Economics,” in the Proceedings of the National Academy of Science, Vol. 
XIII, No. 3 (March, 1927), pp. 145-50. Fora less general treatment of some math- 
ematical aspects of economics, by the same author, see C. F. Roos, “A Mathemat- 
ical Theory of Competition,” American Journal of Mathematics, Vol. XLVII, No. 
3 (July, 1925). See also the following four papers by G. C. Evans: “A Sim- 
ple Theory of Competition,” American Mathematical Monthly, Vol. XXIX, No. 
10 (November—December, 1922); “The Dynamics of Monopoly,” ibid., Vol. 
XXXI, No. 2 (February, 1924); “Economics and the Calculus of Variations,” 
Proceedings of the National Academy of Sciences, Vol. XI, No. 1 (January, 
1925); “The Mathematical Theory of Economics,” American Mathematical 
Monthly, Vol. XXXII, No. 3 (March, 1925). 


” He is referring to one of the systems of equations which hé has deduced in 
that paper. 
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rivatives) and to the cumulative effects (integrals) of the variables un- 
der consideration than has been done hitherto. 

(4) The attitude of mind which a familiarity with the mathe- 
matical theory of economics and the mathematical theory of correla- 
tion tends to develop is that which does not look at change of economic 
phenomena from the point of view of mechanical causation but from 
that of mutual dependence, which can be best described by a system 
of simultaneous equations. 

(5) No disciple of any school of economics can afford to close his 
eyes to a new discovery, obtained from another point of view, which 
will not fit in with his own ideas, nor must he treat it as unimportant, 
if not incorrect. If he possess the scientific spirit, he can do no better 
than to announce the results of his researches in the same spirit in 
which Professor Planck ended a lecture on the nature of life, “not in 
a proud proclamation, but in a modest question.” 

HENRY SCHULTZ 
UNIVERSITY OF CHICAGO 
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The United States Oil Policy. By JoHN IsE. New Haven: Yale 
University Press, 1926. Pp. 527. $7.50. 

Scientific developments and technical progress seem to have run 
somewhat ahead of population increase during the past 150 years. 
The accelerated pace of industrial development has made for higher 
standards of living and for increased complexity in economic and social 
life, and has accordingly made more important the réle which natural 
resources play therein. Chief among these resources which have taken 
on a broader significance and a new meaning within the recent past is 
petroleum. The automobile, the airplane, the tractor, the oil-burning 
navy and merchant marine, and mechanized industry with its ever in- 
creasing demands for lubricants of higher quality and larger volume 
have indeed made this an “age of oil.” As oil has come into its own, 
however, there has developed a genuine fear, apparently well ground- 
ed, that our domestic supplies are rapidly nearing exhaustion, and 
that we may, in the not far distant |future, face a petroleum shortage. 
In the light of such a situation any thoughtful study of the problem 
of petroleum conservation must be accepted as a welcome addition to 
the existing literature in the field. The United States Oil Policy rep- 
resents such a study. 

The author has marshaled a vast array of facts setting forth in de- 
tail a chronicle of the development of the petroleum industry in Amer- 
ica. The course of the oil industry is traced meticulously throughout 
the several geographic areas in which oil has been discovered and pro- 
duction carried on. The development of monopoly, government inter- 
vention, the disposition of the federal oil lands, the exploitation of the 
Indian lands, and the naval oil scandals come in for detailed considera- 
tion. But a history of oil production is to a remarkable degree a story 
of wasteful and extravagant exploitation of a limited natural resource, 
and it is this topic which appropriately forms the burden of the au- 
thor’s tale. The waste of oil through overrapid development, the waste 
of capital and energy, the waste of oil through improper utilization— 
these are topics to which much earnest attention is given. 


797 
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As a chronicle of the facts and a survey of the field, the study pos- 
sesses great value; but in many respects, nevertheless, it is far from 
satisfactory. It is in the author’s analysis of waste and the causes 
thereof that shortcomings are most numerous and most marked. Waste 
in oil production, according to the author, is primarily due to the reck- 
less and haphazard manner in which individuals have rushed into the 
business. Competition, private ownership, and individual initiative 
have made for an overrapid exploitation of the resource; overrapid 
exploitation has made for cheap oil; cheap oil has encouraged wasteful 
methods of exploitation and utilization. It has not paid to save any 
except the easy-to-get values. So much is true, of course. But such 
headlong methods of development are, as judged by the author’s lan- 
guage, in the main a reflection of mere selfishness, greed, and stupidity, 
and as such they are to be rebuked by the appropriate method of homi- 
letics. “Greedy operators have found the pools here and there, have 
rapidly appropriated the most accessible deposits and passed on to 
other fields to despoil them in like fashion.” At times the author grows 
more virulent and makes frequent resort to a gnashing of teeth and a 
waving of hands. All of which, in view of the facts, may be appropri- 
ate, but it is somewhat beside the point. It results in an unfortunate 
shift of emphasis which serves to becloud the real issue. The author 
apparently brings to his task a very limited knowledge of the geologi- 
cal conditions under which oil is found in nature. Lacking an intimate 
and first-hand knowledge of the geological facts of oil occurrence, he 
is content to center his attention upon but one side of the situation— 
the manner of oil exploitation. Such a procedure results in distress 
and a resort to preachment. No one can secure an adequate notion of 
the fundamental causes of waste in the oil industry merely from a 
discussion of the economics of its exploitation. Waste in the oil in- 
dustry is primarily due to a maladjustment between the geological 
conditions under which oil is found and the ownership basis of its ex- 
ploitation. Business men who have rapidly exploited oil pools under a 
system of offset drilling may have been greedy, but they certainly have 
not been stupid. The mining of a migratory mineral, which recognizes 
no property lines, on a business basis of private ownership has neces- 
sitated just such business methods as have been practiced; and the in- 
telligent have been the first to adopt these “deplorable” practices and 
have carried them to their furthest limits. A failure to place due em- 
phasis upon the geological facts of oil production not only results in 
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frequent recourse to sermonizing on the part of the author, some of 
which is in bad taste, but it necessarily overlooks or underemphasizes 
two of the major sources of waste in oil production, viz., waste from 
oil unrecovered because of loss of gas, the energy resources which 
bring it to the surface (from 75 per cent to go per cent of the oil re- 
mains underground under present methods of production), and waste 
from the infiltration of underground waters due to unco-ordinated 
drilling. 

The study contains isolated paragraphs, it should be observed, 
which suggest that the author suspects the real nature of the funda- 
mental causes of waste; but when it comes to the actual interpretation 
of his material he is content with being primarily homiletical rather 
than scientific. 

Nor are the author’s conclusions more adequate than his discus- 
sion of the causes of waste. Mere government ownership of the oil 
lands and consequent control of the rate of exploitation would not nec- 
essarily eliminate waste, although it would contribute toward that 
end. What is of equal importance is the fact that it would make possi- 
ble the economic exploitation of oil on a basis of the geological unit— 
the underlying oil stratum. That is the crux of the matter in the 
problem of waste. 

Nor is the author’s suggestion of private monopoly as a solution 
of the problem satisfactory. “High prices are the best means, in fact 
the only means, of conserving our oil resources 
statement indicates an unfortunate confusion of cause and effect. Oil 
production with our system of private ownership of lands cannot well 
be monopolized, except as a government monopoly. Private monopoly 
of the oil industry in the branches of transportation, refining, and 
marketing (such as at times has been maintained by the Standard Oil 
Company), with any artificial endeavor to raise prices, will, as the 
author must recognize, defeat its own end by giving an added stimulus 
to the opening of new pools. High prices will not necessarily result in 
oil conservation. Conservation of oil by control of the rate of produc- 
tion through a government agency would result in high prices, and this 
would tend to insure oil’s being devoted to its more important uses. 
But conservation need not inevitably result in higher prices. Con- 
servation might be attained, under a system of control, it is true, 
merely by curtailing production and keeping oil underground in- 
tact in untapped pools. It also might be attained, however, under a 
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system of control, by unit operation of pools and a consequent more 
complete recovery of the oil from pools once they are tapped, without 
a curtailment of production and with no corresponding rise in price. 

The author, in his discussion of taxation on oil production and 
gasoline consumption as a mechanism for increasing cost and hence 
price, and thereby for conserving oil, is on sounder ground, and oil- 
producing states might do well to give heed to his suggestions. 

Despite its shortcomings, which in the reviewer’s opinion are seri- 
ous, The United States Oil Policy is a comprehensive, detailed, and 
suggestive account of the wasteful manner in which our oil resources 
have been exploited, a chronicle which may well serve as a challenge 
to the private exploitation of natural resources. 

GrorcE WarRD STOCKING 
UNIVERSITY OF TEXAS 


Frances Wright. By WILLIAM RANDALL WATERMAN. New 
York: Longmans, Green & Co., 1924. Pp. 267. 

The Industrial Worker, 1840-60. By NORMAN Ware. Boston 
and New York: Houghton Mifflin Co., 1924. Pp. 249. 


“ , . . . She was absolutely forbidden by the mayor of the city 
to speak again in Philadelphia, and the various public halls of the city 
were denied her. Nothing daunted by this harsh treatment, she sought 
to lecture in the open fields on the outskirts of the city, only to have 
the meeting broken up and the platform torn from under her by what 
she calls the ‘bank rioters.’ ” 

A modern woman in the heat of a political campaign, the reader 
assumes. The object of these hostilities was truly a modern woman, 
but she was speaking in the year 1836. For three-quarters of a century 
we have neglected the memory of this remarkable reformer. But re- 
cently her grandson, Rev. William Norman Guthrie, rector of St. 
Marks-in-the-Bouwerie, has turned over his collection of her private 
papers to Mr. William Randall Waterman, who has now published a 
study of her life. 

Not only had Frances Wright the courage to lecture in public on 
controversial questions at a period when women did not flout the 
Pauline injunction; not only was she a close friend of the liberals of 
her time—Jeremy Bentham, General Lafayette, Thomas Jefferson, 
Robert Owen, Mary Shelley, the Trollopes, and others—but she also 
evolved several theories of economic organization on which she was 
willing to stake her fortune and her life. Although a wealthy woman 
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of Scottish birth and English education, Frances Wright spent the 
greater number of her vigorous years in the United States. Her first 
visit to the United States in 1819 resulted in her Views of Society and 
Manners in America, a book of youthful admiration for our democratic 
institutions. A second visit with Lafayette’s party, 1824-25, brought 
her in contact with the undemocratic institution of slavery, which she 
had strangely overlooked five years earlier. Her active mind imme- 
diately set to work on a plan of aggressive reform, a plan approved by 
Lafayette, Jefferson, Madison, Marshall, Monroe, and General Jack- 
son. She put the idea into action by settling a few slaves on two thou- 
sand acres of land at Nashoba, Tennessee. These slaves were to work 
out their freedom through a system of co-operative labor; their chil- 
dren were to be free and to receive an education; and, once emanci- 
pated, the Negro family was to be colonized somewhere outside the 
United States. It was assumed that white labor would come in to take 
the place of the departed blacks. The success of the scheme would 
point out to society a means of abolishing slavery without financial 
loss to the planters. But it failed, not so much because of its inherent 
weakness as through insufficient capital and the breakdown of the 
leader’s health at a critical period in its development. 

In 1829 Miss Wright joined Robert Dale Owen in editing the 
New Harmony Gazette (at New Harmony, Indiana, the scene of Rob- 
ert Owen’s experiment in communism), and, after swinging through 
the country from Boston to New Orleans in a brilliant series of lec- 
tures in defense of rationalism, scientific education, woman’s rights, 
Malthusianism, liberal divorce laws, and other radical ideas, she 
moved the Gazette to New York and, with Owen, continued to edit it 
under the new name of The Free Enquirer. Her views, so ably ex- 
pressed, had aroused much feeling in conservative circles, and further 
hostility followed her purchase of a church, renamed the Hall of Sci- 
ence, to be used as an open forum. A speaker of power and grace, a 
writer of equal force, she was no feeble protagonist of the liberal prin- 
ciples which she supported. In the political activities of labor in New 
York, 1828-29, Miss Wright campaigned for equal, rational educa- 
tion, which, she maintained, was the only cure for inequalities of 
wealth and a government of privilege. The Workingmen’s Party in 
Politics adopted Owen’s and her scheme for state guardianship ed- 
ucation. The conservative New York press denounced the “Fanny 
Wright” or “Infidel” party, but the party succeeded in electing one 
of its candidates to the legislature in Albany. 

After marriage and five years in France, Mme D’Arusmont re- 
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turned to the United States and threw herself into Jackson’s campaign 
against the Bank. Her opposition to chartered monopolies was based 
upon the conviction that they concentrated the wealth and power of 
the nation in the hands of a moneyed aristocracy. The wrath of the 
Whigs produced the riotous scenes described in our opening paragraph, 
Slavery she again attacked, but she urged gradual emancipation and 
’ education and colonization, as in the days of Nashoba, an attitude 
quite in contrast to that of the fevered abolitionists. Many of her 
views, expressed in book, newspaper, or lecture have a familiar mod- 
ern significance. Veblen might have said that the subjugation of 
woman took place as “the first master-measure employed for the more 
certain enslavement of the species” (p. 248). A modern historian 
might insist that inequality in American life resulted from “failure to 
square the administrative practice of the Constitution with the prin- 
ciples of the Declaration of Independence” (p. 251). A paraphrase 
of G. D. H. Cole might be the following: “ ... . The universal 
application of the principle of free and frequent election” carried “into 
every occupation—practiced in every office, workshop, farm.” And 
“all intrigue would be annihilated when the directing officers in each 
department of labor would ever be chosen by the workers in that 
department ” Where the skill required might have a more gen- 
eral bearing, “the choice would be decided by the votes of the citizens- 
creditors generally” (p. 254). Miss Wright’s public utterances re- 
garding the intellectual and political subjection of women antedate 
those of John Stuart Mill and of Susan B. Anthony by more than two 
decades. Her defense of the “soft money” party in 1836 was no more 
illogical than that by Henry Adams in 1896. 

The reviewer found the stratified arrangement of the second half 
of the book less pleasing than the continuous narrative method of the 
first half. She also feels that the author omitted many data of Mme 
D’Arusmont’s married life, and particularly of her last years in Amer- 
ica, which would assist the reader materially to a more complete un- 
derstanding of her personality. Mr. Waterman has written a book of 
great value to the social historian and of genuine appeal to the thought- 
ful reader. That it lacks a popular style is a failing of less importance 
than its preoccupation with general social movements to the sacrifice 
of a well-rounded-out study of personality. We must infer that this 
was a woman of extraordinary courage and fertility of mind, by read- 
ing about the very startling and remarkable activities in which she 
engaged. But the author makes little attempt to interpret this per- 
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sonality for us or to hazard a guess concerning the “why” of it. He 
is not to be censured for having chosen the scholarly task of the re- 
search worker, since the public will undoubtedly be compensated with 
other biographies of Frances Wright, now that Mr. Waterman has so 
competently blazed the trail with adequate data for the literary crafts- 
man. 

As the biography of Frances Wright illuminates American social 
history of the twenties and thirties, so Mr. Ware’s study presents new 
aspects of the two ensuing decades. His purposes, which are to un- 
cover actual American industrial conditions and to trace labor move- 
ments before the Civil War, find ample achievement. We speak fa- 
miliarly of the workers’ degradation which the “hungry forties” wit- 
nessed in England, but we are prone to believe that the Western lands 
offered so adequate an escape that the American industrial worker 
received the factory system with equanimity. Harriet Martineau’s 
accounts of the Lowell corporations we have tended to accept with 
complacence. But Mr. Ware’s wide searches reveal a comparable deg- 
radation of the American factory operative in the forties—a decline 
in real wages, an increase in working hours, and a loss of dignity and 
of security. All this occurred in spite of the high dividends which the 
news factories earned for their stockholders. Southern congressmen 
doubtless had some basis for their charges of “white slavery” in the 
northern factories. 

Mr. Ware does us another great service by emphasizing the work- 
ers’-protest movements of the period, as over against the agitation 
inspired by the intellectuals. There was enough real stuff in the labor 
movement to produce strikes, passing organizations, and a fugitive 
labor press. Protests against the innovations of capitalism and efforts 
to regain the liberties of past craft days absorbed much of the spiritual 
force of the workers. And it is but natural that their sense of injury 
should have been capitalized by the more articulate dogmatists and 
that their inexperienced leaders should have let these immature indus- 
trial bands merge with the “‘ism’s” of the day—Brisbane and Greeley’s 
associationism, Evans’ land reform, Owen’s communism, etc. But 
growing appreciation of the realities of their condition drove the work- 
ers from the “hot-air” groups to their own ten-hour agitation and to 
the trade-union movement of the fifties. Mr. Ware seems to the re- 
viewer to have proved his point that the labor movement of the period 
was a reality, and one infers that historians of the 1840’s have too long 
let the more spectacular transcendentalist reformers occupy the center 
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of the stage. The basis for all of the escape doctrines of the period had 
been the community of interest between the employer and the em- 
ployed. But the worker emerged from the labor movement of the fif- 
ties quite emancipated from belief in that tradition. 

This very excellent study was awarded the first prize in the Hart, 
Schaffner and Marx series. Grateful as we are for Mr. Ware’s industry, 
keen analysis, and new points of emphasis, we cannot help wishing for 
more specific and complete data on the consumers’ co-operative de- 
velopments of the period. The chapters on the “ism’s” would be 
better omitted or expanded, for some of the unco-ordinated details 
obscure the sweep of the narrative. An account of the intellectuals’ 
movements might have been left to their other recorders, but the read- 
er is left unsatisfied with the description of the trade-union movement 
and feels greedy for more facts concerning the origin of its philosophy, 
the history of unrelated individual organizations, etc. Surely a request 
for more is evidence of the most genuine appreciation an author can 
seek from the reader. 


ELINOR PANCOAST 
GouUCHER COLLEGE 


The Colorado River Compact. By REUEL LESLIE OLson. South- 
west Research, 1045 W. 35 Place, Los Angeles, 1926. $8.00. 


The Colorado River bids fair to become one of our most impor- 
tant streams politically as well as economically. The economic fac- 
tors involved are slowly pressing the political problems to the fore- 
front. If the water of the river could be controlled and profitably 
used, vast deserts might be turned into gardens and orchards, the men- 
ace of devastating floods in the Imperial Valley might be permanently 
removed, and one of the principal sources of electric power be devel- 
oped. The obstacles to achieving these miracles are tremendous. Any 
comprehensive system of control and utilization of the river involves 
the political problem of securing the co-operation of the seven states 
involved. 

The Colorado River Conference of 1922 was the first whole- 
hearted attempt to enlist the support of these commonwealths in the 
settlement of the basic legal rights to the water of the river. The Con- 
ference drew up the Colorado River Compact, which will probably 
stand for many years as the most significant attempt to make use of 
the compact clause of our federal Constitution. Mr. Olson’s book de- 
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scribes the Conference, the document, the forces influencing the result, 
and the technical problems which were faced. He writes as a southern 
Californian, and it is evident his sympathy is with the lower states in 
their fight against the superior diplomacy of the Colorado and Utah 
representatives. He points out that the project of the Conference was 
too ambitious, and there was little wonder that Arizona refused to 
mortgage her future water supply for the advantage of her northern 
neighbors. In spite of the author’s obvious sympathies, the treatment 
is remarkably free from bias. It is human yet dispassionate, scientific 
yet vivid. 

One chapter is devoted to an analysis of the Compact which in- 
cludes a discussion of the reasons presented for and against each of 
the clauses. Students of conference technique should be greatly in- 
debted to Mr. Olson for the first few pages of this chapter. The re- 
viewer has never seen a better description of the procedure followed 
in the actual conduct of a conference of this type. Another chapter 
deals with the constitutional questions before the Conference, and 
shows painstaking and careful research, besides considerable insight 
into the real meaning of the opinions. The chapters on the economic 
and engineering problems involved are extremely short, less than ten 
pages each, and one is left with the wish that the author had carried 
his research in these questions beyond the secondary sources. Not the 
least valuable part of the work is the Appendix, which contains a col- 
lection of all the more important documents relating to the Confer- 
ence. In addition there is much material which would undoubtedly 
have been lost to the future historian had the author not had the fore- 
sight to preserve it. The publication of letters from private files and 
the code telegrams would alone have justified the book. 

Mr. Olson accounts for the inevitable failure of the Compact to 
secure the unanimous ratification it required by showing that its pro- 
gram was too ambitious. Even if it had been legally feasible, it was 
politically impossible for the seven states involved to agree on a fair 
distribution of the water in the future. He suggests, therefore, the 
creation of a new organ of government, the Colorado River Authority, 
to be patterned on the Port of New York Authority. With a continu- 
ing body to care for complaints and to adjust future difficulties, the 
author contends ratification would be easier to secure. This seems 
extremely doubtful. If the Arizona representative was unable to pro- 
tect his state at the Washington meeting, it is hard to see how he could 
do better in a continuing body. It may be true that the judicial meth- 
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od which a Colorado River Authority might follow would be some- 
what superior to the legislative method followed by the Conference, 
But it does not follow that it is easier to create a court with compul- 
sory jurisdiction than it is to agree on basic principles. New organs of 
government are seldom created except in response to some basic eco- 
nomic or social need. This necessity hardly exists today, and until it 
does, voluntary co-operation in a regional tribunal seems far away. 

The constitutional difficulties of the proposed scheme are no less 
than the political. Mr. Olson labors through 109 pages of legal rhe- 
toric to prove the contrary. He admits that there are constitutional 
difficulties blocking the control of the river by federal authority. Cer- 
tainly the problem of creating a new agency of government is infinitely 
greater. Many of the aspects of river control are under the sole juris- 
diction of the national government. The river is an international 
stream; navigation, although difficult, is possible; most of the power 
generated would have to be sold in other states; the United States 
owns large tracts of land and has one National Park along its banks; 
and the rights of the Indian tribes are under its protection. Each of 
these federal interests might be made the basis of federal action, and 
the sum of them would seem to make the case for congressional power 
over the river well-nigh conclusive. If this is true, the simplest and 
most practicable plan for achieving the economic benefits of control- 
ing the Colorado River would seem to be through the despised medium 
of congressional legislation. 

Ropney L. Mott 
UNIVERSITY OF CHICAGO 


The Migration of British Capital to 1875. By LELAND HamMIL- 
TON JENKS. New York: Knopf, 1927. Pp. xi+442. 

To the rapidly growing literature on international investments 
this book is a valuable addition. It presents a detailed survey, for the 
period, roughly, of 1800 to 1875, of the British export of capital, with 
more attention than has usually been given in such studies to the Eng- 
lish money-market background and to the major personalities who de- 
voted themselves to the task of persuading the British investor that 
foreign securities were a good investment. The author has accumu- 
lated from a really impressive array of sources a mass of detailed in- 
formation about English money-market practices, events, and person- 
alities during this period, and he always maintains an easy mastery of 
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his material under circumstances in which he might well have lost con- 
trol over the wilderness of data. The student of finance will find as 
much material of interest to him in this book as the student of inter- 
national relations. Though the author seems to wish it to be under- 
stood that some special significance attaches to the British exports of 
capital during this period, which is not equally shared in by the in- 
ternal capital investments of the period, the material presented in the 
book itself offers little warrant for drawing a distinction of any degree 
of sharpness between the economic, or even political, significance of 
internal investments on the one hand and external on the other. The 
British government, though unenthusiastic about the export of capital, 
did not interfere with it, and left to the British investors abroad the 
task of collecting their debts. Though he makes no mention of it, some 
of the leading economists of the period, including Ricardo, Nicholson, 
and Fawcett, shared the misgivings of the government, and of the au- 
thor under review, as to the economic wisdom of so large an export of 
capital. But no convincing case has ever been presented, and certainly 
none is presented in this book, though there are vague motions in that 
direction, to demonstrate that the export was a mistake. The author 
has a keen nose for scandal, and he has succeeded in finding a respec- 
table amount of it in connection with the flotation of foreign issues. 
It is doubtful, however, whether all the financial rogues and scoun- 
drels confined their efforts to foreign securities. An equally impressive 
record of overspeculation, manipulation and pyramiding of credits, 
insiders’ profits, deliberate flotation of unsound issues for the sake of 
the commissions, and so forth, could probably be drawn up in connec- 
tion with internal issues of securities even if no allowance be made for 
the moderate degree of insurance against the grosser forms of misrep- 
resentation which results from the proximity of the investor to the 
place of investment. It is rather curious, however, that the “insiders,” 
though they so generally charged usurious interest and commissions 
because of the great risks involved in the foreign issues, and at the 
same time succeeded in shifting to others even the ordinary under- 
writer’s hazards, should so frequently have become bankrupt. I am 
not sure that the author’s zest for the piquant detail has led him to 
overemphasize the shady side of the record. But it would, if feasible, 
be interesting to check the general impression which he gives of al- 
most wholesale fraud and near-fraud by a statistical comparison of 
the total nominal amount of foreign issues during the period, the 
amounts actually received by the borrowers, paid by the final lenders, 
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and ultimately collected by the holders of the securities as payment 
of principal and interest. On one point, however, I can release him 
from the menace of being found in violation of the Scandalum Mag- 
natum. He relies upon contemporary rumor to suggest the control of 
the columns of the august Times by the Rothschilds in the sixties in 
the interest of their holdings of Russian bonds. Recent revelations 
definitely confirm these rumors (see W.F.F. Grace, “Russia and the 
Times in 1863 and 1873,” Cambridge Historical Journal, I, 95 ff; 
Tang and Miller, “Political Aspects of International Finance in Rus- 
sia and China,” Economica, March, 1925). 

There seems to me to be undue minimization of the early British 
investments in the Colonies. A historian should not have been able to 
write that “to buy corn in Dantzig and pay for it with piece goods in 
Leghorn meant exchange transactions too complicated to be carried on 
extensively in 1847 without the use of specie” (p. 159). The style of 
the book is in general excellent, and it is an achievement to have at- 
tained so smooth a flow of narrative in spite of the mass of detail. But 
the author, in his intermittent attempts to master the technique of 
some highly mannered American economists, shows occasionally, both 
in his style and in his economic analysis, some signs of overtraining. 
Instead of conforming to their modest standards of opéra bouffe, he 
once in a while overshoots the mark, and by his affectation of lan- 
guage, his straining after epigrams, and his pursuit of the paradox, 
threatens the laurels of the précieuses ridicules. The book is none the 
less an excellent one, and even its defects have the compensating vir- 
tue that they succeed in their purpose of providing entertainment. 
Studies of equal merit for the later British period, for France, for 
Holland, and for Germany are urgently required. 

Jacos VINER 

University oF CHICAGO 


The New Leadership in Industry. By Sam A. LEWIsoHN. New 
York: E. P. Dutton & Co., 1926. Pp. x+234. $2.00. 


The expressed aim of this book is “to suggest some new points of 
emphasis in the labor problem” (p. vii). Labor problems, says Mr. 
Lewisohn, are not peculiar evils of the capitalistic form of industrial 
organization, but will always arise “whenever one attempts to get 
human beings to co-operate to do work,” for then “dissatisfaction, mis- 
understanding, and friction arise” because of “the resistance of any 
subordinate to any system of discipline in a dynamic society,” whereas 
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discipline is a first essential of successful industrial organization (pp. 
26-27). “Grave evils in the treatment of workers have arisen under 
capitalism” (p. 45), due, however, not to inherent evils in the capi- 
talistic system, but to the shortcomings of the executives and man- 
agers to whom has been intrusted the problem of securing the neces- 
sary co-operation for production. Therefore “a most important aspect 
of the labor problem is the mental and emotional make-up and back- 
ground of the executives,” with which we have not hitherto been ade- 
quately concerned (p. 50). We should therefore “concentrate effort on 
making leadership constructive” (p. 51), by the proper education of 
present and future industrial leaders, upon whom the “responsibility 
for sound industrial relations initially falls” (p. 53). Industrial co- 
operation is mainly a question of good management; therefore to bet- 
ter our industrial relations we must secure managers having an under- 
standing of the principles of industrial relations and trained in securing 
co-operation between the workers and the management. To reme- 
dy the disharmonies of the present industrial system a “new leadership 
in industry” is fundamental. The “new leaders” must be made to re- 
alize that they have definite responsibilities both to their employees 
and to their community. 

The “new leaders” will recognize the value of schemes of employee 
representation and employee consultation, and will use them widely 
and rationally as one of the means of securing better co-operation be- 
tween workers and management and of bringing together minds and 
emotions that have been apart (cf. pp. 124, 144). Accepting trade 
unionism as having proved its social usefulness, the “new leaders” will 
endeavor to aid the union in developing constructive co-operation, rec- 
ognizing that while at the present stage of industrial development the 
critical and bargaining functions in unions must be retained, there is 
good reason to discourage the interference of unions in the details of 
management operation, except as they demonstrate their willingness 
and ability to assist constructively (pp. 158, 172). General wage poii- 
cies will be viewed by the new leaders as practical problems of eco- 
nomics, of finding formulas that will stimulate the largest industrial 
productivity (p. 199). The “new leaders” will give careful attention 
to the problem of what the worker wants, and upon ascertaining those 
wants will seek to secure the workers’ full co-operation in industry by 
striving to aid in the fulfilment of those wants (p. 208). The intelli- 
gence, ability, and goodwill of the employer are the only limiting fac- 
tors in securing worker co-operation in industry (p. 227). 
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The real difficulty in the way of successful labor relations in in- 
dustry in the past has been, almost solely, one of neglect by those re- 
sponsible, the managers and the executives (p. 226). The “new leader- 
ship” brings to industry managers fully awake to their responsibilities, 
willing, for the first time in industrial history, to do their share toward 
securing the maximum industrial production through co-operation 
with the workers. 

This book presents a rational view of the problem of industrial 
relations, offering for its solution a new type of industrial leadership. 
Individuals representing this new type of leadership have, during re- 
cent years, secured remarkable successes in the field of employee rela- 
tions, in particular industries, thus giving ample justification for the 
arguments of the author. 

W. C. CLEVELAND 

UNIVERSITY OF CHICAGO 


The Labor Problem. By Warren B. CatTiin. New York: 
Harper & Brothers, 1926. Pp. 659. 

This thoughtful and well-balanced volume is a worthy addition 
to such recent texts in the field of industrial relations as those of Fitch 
and Blum. Friends of Professor Catlin, who have known his patient 
and careful methods of study, have for many years eagerly awaited 
the publication of this book, and the results more than justify their 
expectations. 

The book is really a study of the roots and branches of the mod- 
ern labor movement. The roots are found to be the separation of eco- 
nomic classes, the various industrial risks to which the workers are 
exposed, the lowness of wages in comparison with the needs and de- 
sires of the laborers, the concentration of wealth and income, and the 
lessened opportunity of working-class children to rise in the world. 
The three branches which are primarily discussed are unionism, po- 
litical action, and consumers’ co-operation, with incidental reference 
to socialism. Professor Catlin would be the last person to claim that 
his book makes any original contribution to detailed knowledge in 
these fields, but it does do something which is equally important, for 
far better than any other book which I know, it synthesizes the vast 
mass of detailed studies which have been made into a sound, coherent, 
and interesting whole. It not only binds together available informa- 
tion, but it should interest the oncoming generation of college students 
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in the problem and fill them with the desire to find out more about the 
issues involved. 

The chief point in which the treatment lacks its usual effective- 
ness is in the comparison of the differing political methods followed 
by the American and British labor movements. The way in which the 
political structure of our country induces bipartisan political action 
instead of the formation of an independent labor party is inadequately 
analyzed. The direct primary, the federal nature of our government, 
and the direct election of the executive all make it difficult to create a 
permanent third party, and these are factors which of course are not 
present in Great Britain. Personally, also, I cannot agree with the 
author’s opposition to the existence of political parties which are or- 
ganized on economic lines. We already have these economic influences 
at work, but at present they work subterraneously and all too often 
subordinate the interests of great masses for those who are on the in- 
side. It seems to the reviewer, at least, that it would be much healthier 
to have those conflicts waged in the open between groups which were 
frankly attached to diverse economic interests. A better reconciliation 
of interests would ultimately result and the public mind would be im- 
measurably benefited by the frank facing of vital issues rather than 
be bewildered as at present by their persistent camouflaging. 

But these may be matters of opinion. The solid merits of the 
book remain, and they are sufficient to give it an honorable place in 
the American literature on the subject. 

Paut H. Douctas 

UNIVERSITY OF CHICAGO 


Co-operative Democracy. By JAMES P. WARBASSE. 2d ed., com- 
pletely revised. New York: The Macmillan Co., 1927. Pp. 
xiv-+331. $3.00. 

The author has made in this volume a thorough revision of this 
standard survey of the co-operative movement. It has been largely 
rewritten and rearranged. It has been brought up to date and cov- 
ers the accomplishments of the co-operation movement in all countries 
of the world. 

The argument and philosophy advanced in proof of the suprem- 
acy of the co-operative movement as the method for achieving the 
socialization of industry is essentially the same as that advanced in 
the first edition (1923). The co-operative movement offers the only 
available solution for the social problems to which the capitalistic, 
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profit-motivated system of industrial organization has given rise. It 
has been growing rapidly in recent years and bids fair to continue its 
growth in all countries. Although it has not made a wide impression 
upon the individualistic American workman, it has been steadily grow- 
ing, and has established sound foundations for its future extension. 
Co-operation is acclaimed as the only movement which can secure to 
all members of society the “good life,” based upon the concept of 
“service.” Co-operative democracy is to be attained by slow evolu- 
tionary growth, not by sudden change. 

This book merits reading by those who are unfamiliar with the 
philosophy and the present accomplishments of the co-operation move- 
ment. It is a valuable contribution to the ultimate realization of a so- 
cialized industrial organization. 


The New Korea. By ALLEYNE IRELAND. New York: E. P. Dut- 
ton & Co., 1926. Pp. xii+352. 

This book is a study in colonial government, and presents a de- 
tailed account of the results of the Japanese administration system in 
Korea from the annexation in 1910 to date. It proposes to make this 
study solely as a concrete example of colonial administration, without 
reference to the legal or moral sanctions upon which it rests. 

In the course of the examination of the effects of Japanese rule 
upon Korea, attention is necessarily given to the economic develop- 
ment of the country prior to, and subsequent to, Japanese interference. 
The Japanese administration definitely centered its policies about the 
development of the economic resources of the country. Attention is 
given in respective chapters to the development of government finance, 
agriculture, forestry, the fisheries, mining, commerce, manufactures, 
the currency system, and the banking system. In all of these fields 
remarkable progress was made subsequent to the establishment of Jap- 
anese administration. In all fields of production an unparalleled rec- 
ord of economic development was established. 

The author concludes that Korea has been infinitely better gov- 
erned under Japanese administration than it ever was under its own 
native rulers. He is of the opinion that there has been a steady and 
accelerated improvement in the general conditions of the country. It 
is unquestionably proved that a tremendous development of the eco- 
nomic resources of the country was secured under the Japanese ad- 





BOOK REVIEWS AND NOTICES 723 


ministration; but the question of the proportional benefit accruing 
therefrom to the native Koreans, to the Japanese, and to the foreign 
capitalists is, unfortunately, not considered. 


Business Economics. By Str Witt1AM AsHLEY. New York: 
Longmans, Green & Co., 1926. Pp. viii-+71. $1.00. 

These three lectures, delivered at the Commercial College at Co- 
penhagen, briefly outline the purposes and functions of collegiate 
training for business and indicate briefly the general content of a cur- 
riculum of “Business Economics.” By “business economics” is meant 
the study of the organization and of the financing of business con- 
cerns, of their manufacturing policy, of their price policy, of their 
labor policy, etc., as they present themselves in the effort to secure 
profit. ““Business Economics” may be subdivided into “Business Pol- 
icy,” dealing with the supply of capital and outside markets, and 
“Business Administration,” dealing with internal economics and ad- 
ministration. Overhead charges and the integration movement, as giv- 
ing rise to problems of “Business Policy,” are considered by way of 
illustrating typical problems to be considered in collegiate training for 
business. The title of these lectures might well have been “The Con- 
tent of Business Economics.” 


The Rural Economy of India. By RADHAKAMAL MUKERJEE. 
New York: Longmans, Green & Co. Ltd., 1926. Pp. xi+ 
262. $2.50. 

Dr. Mukerjee, well known as a student of eastern social, political, 
and economic problems, has added another study to his already nu- 
merous works. The Rural Economy of India contains a compartive and 
analytic description of the Indian village community and presents gen- 
eral recommendations for the solution of the economic problems of 
rural India. 

Dr. Mukerjee sees in the Eastern rural community non-economic 
values which the rapid advance of commercialism threatens to destroy. 
Accordingly, in this volume he does not stress, as do many Western 
writers on rural economics, the problems of marketing and agricultural 
finance. Rather, he seeks to determine how best the regional self-suf- 
ficiency and the desirable institutions which exist in India today may 
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be preserved and improved so as to maintain or advance the standard 
of living. 

Much attention is given to such technical problems as fertilizing, 
improvement of irrigation, forest preservation, and the development of 
water power for agricultural purposes. Many of the improvements 
suggested can best be effected by co-operative action, and existing re- 
gional and caste groups present a suitable groundwork for the co-opera- 
tive organizations. The adoption of scientific agricultural methods and 
the redistribution of land rights should go hand in hand with the co- 
operative movement. 

As is to be expected, the work shows a detailed knowledge of the 
relations between geographic conditions and regional occupations, and 
a close study of Asiatic and European rural institutions. Its lucid style 
and characteristic point of view should recommend it to students of 
rural problems in all lands. 











